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Damag( 


I n aimouncing Kevin Gottlieb’s resignation as 

chiefofstafffor the Senate Banking Committee. 

Sen. Don Riegle, D-MicL, denied that the 
< , resigmtion had anything to do ■with the sena- 

tor s own dimadties over his relations ■with the 
. samgs and lo^ industry. The senator, thou^, has a 
plain need to limit the liabilities he faces as much as 
po^ble as he tries to wrestle with political as well as 
ethical questions about his relations with the industry. 

4 .V ^^®b had a lot to do ■with shaping the way 

the &iMte Md Sen. Riegle dealt with the savings and 
toan bailout law. In recent weeks, important questions 

have been raised about some of his connections during 

an 18-month period in 1987-88, when he was out of 
government, and about the way he has reported 
speakmg during the time he has worked for Sen. 
Riegle. Mr. Gottlieb is knowledgeable about the 
savings and loan business, and that is an asset. As 
^nsive and as controversial as the bailout legisla- 
hon IS, however , we would feel a lot more comfortable 
H Mr. w^eb h^ad maintained a bit more indepen- 
dence of the S&Ls. 

&n. Kegle ^d Mr. Gottlieb both have to deal with 
• Question as well as a specific ethical issue; 

Did Jhe senator and his staff represent all his 
conshtuena^ as aggressively and effectively as they 
should kve m a matter of yery great potential co^ 
Md obvious importance? Sen. Riegle argues that he 
cfo' ^ syguing for a strong regulatory 
The record looks somewhat different to us. ‘ 
What we see is a senator and his principal advisor who 
Mve compromised their claim to independence and 
stongft and who ^e scrambling now to control the 
political and possibly legal damage that has resulted. 
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BY DAVID EVERETr:^"^**"^ 
"Free ftess Wadiinglon Staff , , 

WASfflNGTON--:Chafl^ Keating 
iie ,sought4elp 
Kfroin Mjchjgan D^c>crat.DonaiiRi^ 
other U.S, senators in 
-1987 because his now-failed savings 
.:ana loan had investments in> their 
atates. . ... 

Sp^g on NBG-TV;s,.“Meetthe 
iress, Keating defended his politick 
-rantnbutions to the five, whose ties to 
seating being reviewed by the 
i^ate E^cs Committee. Keating 
fac^ crmiinal investigaticms, a $ 1.1 

billion federal fraud suit and other legal 

• problems from the failure of Lincoln 
fba^gs&IxiM ofJrvine, Calif. 
j* They had in common the presence 
-of our in a major way in their - 
fstates, Keating said of the five.‘“We 
; had successful projects all over that 
ipve employment, gave economic 
i -o^efits to the community/' 

Keating’s empire, which crumbled ■ 

. fast year amid federal fi^ud charges 
.mcluded, the Hotel Pontchartrain in 
idowntown Detroit’ 

Keating’s comments support Rie- 
• ,.gle s contention that he was interested 
•m the businessman’s case because 
Keating was a constituent who had 1 
jnvested in Michigan. , i 

; On the TV show, Keating said .he 1 
igaye money to the senators’ scam^ :f 

f| 3 ign.sbecausehewanted to.be partof i 


the political and government process, 
not because he wanted to .buy influ- 
encG; ^ " wr ; 

■ -■■ 'niat statement contrasts with“.Ja 
'^videly' circulated comment Kea^ 
made fast April * on the questioirSlif 
jvheth^ his financid • cdnfributions' 
were attempts to influence politif^i 

T want tA CQTT £.-1 J-1 > 


^e time. 


On Sunday, Keating 'called 'that 
consent “dumb.” • , ■ 

• ; • wmted to say thatl wanted to be 
-mvoly^ m the process,” he said Sun- 
day. Its importanf tome how;tlSs 
tountry goes, and it -was particu^Jy 
un^rtant to me the way the savings 
- loan industry went^^v i i v 
' Kea^g repeated -garlier state-" 
ments that he believes there was noth- 
mg wrong with the five senators meet- 
mg with federal regulators in 1987 to 
discuss i^ncoln* * * 

•T Ethics tfamniittee and 

Justice Department are revie wing the 
amdutt of the five. OfSdals estate 
the failure’s cost to tarqjayers may be 
more than $2.3 billion. 

Riegledern’esanyimpropriety,^- 
fag campaign contributionsfr-om Keat- 
ing and Ws associates had no impacts 

Tettihi^ 

■?78,250, saymg he wanted to avoid 
any appearance of impropriety{'« *•' 
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^ SENRIFHE 

He has more to answer than just the specific charges 


en. Don Regie, D-Mich., is Hititled 
to put the face he can on his 
role in the Lincoln Savings & Loan 
debacle, as well as to a presumption 
of innocence on the spedfic etWcs commit- 
itee chpge. The issues go deeper, though, 
•and will require more skillful rebuttal than 
anything the senator has said yet, whether 
“you’re another” argument about the 
' Free Press or his attempt to use tape of his 
:::^rfonnance in a WXYZ-TV (Channel 7) 
"flews program 

C !' . The senator faces both a legal/ethical 
problem and a political problem, and that 
'^ihakes his defense of his actions 
! wmewhat awkward. His efforts 
<0 deal with his political problem 
I have the ironic effect of making 
-less defensible his plea that he 
not be judged until the Senate 
“-^cs committee has completed 
Its inquiry into his actions and 
those of four other senators who 
hiet with federal banking regu- 
lators to discuss the treatment 
of Lincoto Savings & Loan and 
,the chairman of its holding com- 
jpany, Charles Keating. If he ‘ 

asks to be judged politically on 
the basis of his own perfor- . 

•mance on a TV program, he 
invites others to draw ffieir own 
condudons and make their own 
judgments about his perfor- 
mance without waiting for the 
IMmmittee’s report. 

Sen. Regie may well have a * 
fetter chance of winning the 
^>e^c argument before the 
ethics committee than he does 
pf winning the poh'tical argu- 
jnent. The question of whether 
=he acted improperly may in Ihe 
•end matter less than whether it 
'is thought by his constituents 
ibat he served them well or 
jpDorfy. We don’t happen to think 
ahe fenate — or fte House or 
the Keagan administration — 
served the country very well 
during this period. They lost 
sight of their oversight function 
and fielped to assure that the> 


coimtry would not get control of savings 
•and loan practices and thdr ..potential im- 
pact until unnecessary damage was done.' 
Sen. Regie didn’t rezdly answer that com- 
plaht in his letter to us, or his TV perfor- 
mance, or anytog dse. He didn’t answer it 
because there is no good answer Too many 
watchdogs, induding the present chairman 
of the Senate Banking Committee, were 
focusing on the wrong questions about 
federal regulation. The country -will pay a 
price that is far heater than the legal/ethi- 
cal questions the Senate ethics committee 
must still tiy.to answer. , , 
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Charles 

Schiimer/ 

. Thecongr0s-> v " ttinfts s^en’t -.v ;< • 
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;.is''an inherent;.;] ’;.pntapp'raieer^^ ' 
conf lief oE / .y.] ;^an 
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By Jeriy Rammer 
.. ahd;Andy Hall .1' 

\The AHz«)ria'^epublf(?* •. ‘ ,. 

:• 'fiievQppef 'ChaHes H’ Keating Jr.' 
arid ari'ehtpurageflew from Phoenix 
to Nb\v *yprk .City last year and 
; demanded , . that . auditors '- allow 
• American y;,Cpritiriental .. Cofp. : to 
.•show a~';$56 million- profit for a 
,.seri«:ofinv«tments. : , • 

^ “ 'Brit''Artliu'r. Yoiirig '& Co.’s lead 


=-. v ;“I-adM;5pu’ve just'-lpst a job,” 


Keating said acidly. 

Within a few /weeks, .American 
Continental moved its /multimil-' 
lion-dollar account to another audit- 
ing firm, Touche Ross & Co., which 
offered a preliminary opinion that 
the investment profits, were legiti- “ 
mate. 

The federal Securities and: Ex- 
change Commission disagreed. ^ 

Six moriths later, American Con- 
tinental sought bankruptcy protec- 
tion, and one of its subsidiaries, 
Lincoln Sa\4n^«=5n3' Loan, : was. 

■ seized by federal' regulators, who' 




for. thrift failuires ; • 

• alleged , that the thrift waS; firiaft,-^; 
cially “unsafeand unsourid.”v^ 

.Accountants and ‘real-estate;; ap^'j 
praisers,‘‘who legally are, obligate ] 
to objectively estimate larid values, ' 
were , key figure in the 'rise of 
Keating’s $6 billion worldwide em- 

• pire; 

•But. it . has become clear that' 
'accountants and appraisers failed to' 
protect' irivestors and taxpayers- 
•from enormous losses in the c ) 1 - ■ 
"lapse of the nation’s thrift indust 7 , 

' ~ See AUDITORS, page AV5 
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— AUDITORS, from page A I 

m cludi a g Lincoln Savings. . 

Suspicipns arc growing that these 
professional watchdogs bcliwed more 
likb lap dogs. . 

Rep. Jim Leach, R-lowa, a member, 
of (the House Banking 'Committee, 
which is probing Lincoln’s collapse,- • 
called it “a scandal for the accounting 
profession.” ; ' . ; ... ‘ 

Similarly, ' Wjliiam -Black,' chief 
counsel for the Federal. Home loan 
Bank in San ‘ Francisco, . told Ithe 
Banking Committee that some Vp- 
praisers have helped thrifts artificially 
innate .land values, dooming . their 
loans to failure. - '• 

James Feder, an American Conti- 
nental attorney, denies that the 
company’s auditors and appraisers 
were improperly pressured to provide ' 
favorable analyses. 

•He said the dispute with Arthur 
Young in New York was a personality 
issue. 

6 of 11 audits improper 

“This was a very heavily lawycred, > 
accounted, professional company,” 
Feder said. 

The General Accounting Office, the 
investigative arm of Congress, this 
year reported that in six of 1 1 failed 
thrifts it studied, accountants “did not 
properly audit - and/or . report the 
savings and loans’, financial; -or .inter- 
nal-control problems in accordance 
with professional standards.” . * 
Taxpayers are beginning to piclc up 
theltab, estimated at $2 billion jusl for 
Linpln, the costliesV'of the naliiin’s 
300 .S&L failures. Investors are faced 
with the loss of $230 million, they 
enti-usted to American , Continental’s 
junk bonds. . \ . 

“If you eliminated appraiser abus^ 
you ^ould probablyreducb.the losses 
suffered by the federal goyeniinent by > 
a minimum of 25 percent,” said Peter 
Barash, a House Banking Committee’ 
staff director. , . 

The government may ti 7 to force 
negligent accouiitants’ and .appraisers . 
to help repay the losses of the failed 
thrifts that piiiploycd 'them.' Criminal 
investigations . arc under way. I 
Reform movementSjialso aijc under 
wa^ in 'the ' Counting and appraisal 
prolpsions.-;., . ; ‘ 

• /wnong," the problems’ reformers 
must address are: •? 


1 Potential oonflicts of interest 
Accounta nts and appraisers ^re • 
quired to' provide objective alialyM;” 
although they arc hired by a parlicii-., 
lar company or S&L. thO pressure to 
write a favorable Tcport,'‘->to ensure 
future business, can be enormous. .. ' 

♦ Fraud — r 'More than a dozen"! 

accountants arc being accused in ■ 
government lawsuits of fraud., stem- 1 
ming ..from the failure of thrifts, 
including Lincoln. ' , 

Cr|me allegations ; 

X former Tustin, Calif., auditor has ' 
been a fu gitive since 1986, wliSTTJi&l 
government accused him of negli- i 
gence, coniuci ot interest and 'mal-' 
practil« in the $65 million collapse of 
Ramona Savings & Loan Association. 

In .jPexas, three appraisers h ive 
been 'indicted -in connection wth 
alleged fraud at Dallas-based Empire' 
Savings and Loan, which was seized 
in 1984 by federal regulators. One has 
been convicted, arid- two are awaiting 
retrial. 

♦ Questionable qualifications — 

There are no education or licensing ' 
requirements for appraisers in Ari- 
zona and 34 other states, although 
there are voluntary industry prjifes- 
sicmal standards. As a result ofi the 
S&L crisis, however, .Congress | has 
ordered that states establish licensing 
oiyccrlification for appraisers who will ' 
work on “federally related .transac-- 
tions,” beginning in mid-1991. ■ ; ‘ 

♦ Lax self-policing — Accountants 
and appraisers have come under 
attack for failing to discipline Unscru- 
pulous members of their ranks. 

. In 1987, the latest year for which 
figures are available, the American 
Institute of Certified Public Accoun- 
tants revoked the meinbership of 16 of - 
its 280,000 members^or violation of 
accounting rules. . . • 

The ;. government -is considering 
adding ^thr& -“Big Eight” accounting 
firms as defendants in a $1.1 billion 
civil racketeering and fraud, suit that 
accuses Keating and company insiders 
of siphoning Lincoln’s .deposits fori 
personal gain. The accounting firms, 
all of which previously worked for' 
Keating, are Arthur Young, now^ 
called Ernst and Young; Arthur 
A t i de r seiy and Touche Ross— 


‘Conflict of interest’ . . 

‘ I have always' wondered how thej 
acc )unting. profession ''and • thej ap-. 
pi'Mfal' profusion workjjbecause'l >bvi- 
qusiy, the -peOpie who' you’re givingj 
the' stamp'-of approval , to are p.aying| 
ydii!;’” Rep. Charles ScKumer, D-N.V,, 
a member of the- Banking Cofiimittee,’ 
.told Ernst-and Young executives at a 
hearing in November.’ ' . 

■’“And. there is an inherent conflict 
of^'terest in ’that.” ' 

. ■ Despite -Arthur ‘ Young’s “last 
sts nd” vi'ilh.Keating over the $56 mil- 
liqi in .“pj'dfits,” the accounting fi mi 
has . not been .spared from ihaishi 
reviews for the two years it worledj 
for Keating. Schumer told the execu- 
tive's that he was “amazed’-’ at what 
happened while they worked for 
Keating from 1986 to 1988. ■ t • 

“And if you co.uldn’t catch some of 
these things, then something is rotten 
in Denmark, then something has to be 
ch'ang(^ iii the auditing profession,” 
Schumer said. 

In testimony to the House Banking 
Committee in October, Black said, 
“Lincoln is- proof positive that any 
thrift in America could obtain a clean 
audit opinion despite being grossly 
insGivent.” 

I. e added that Arthur . Young did , 
won for 'two failed thrifts in Texas, j! 

The firm’s Dallas office. Black sand, ■ 
offered the “Kmart blue-light spe-' 


cial” ' to savings and loans that | 
shopped for- compliant audi tors.' Tha 
fa j|iif^s thrifts the'firriraucllted < 
, then^.r^^rnon and;‘W Federal, | 
,?je.- ‘-exjDected}/t 9 l”lcpst ,th”e ^federal 
insurance fund about $1 billi'o’h'each. ■ 

. Land sales critiqued • ” : 

■ Fifteen sales of land^by a Lincoln 
subsidiary, all of which We reviewed 
..and approved by 'Arthur Young, were 
the subject , of a blistering' Report 
'teleasedHn August bv fede ral thrift 


\-t A 


re^latqrs.^ ^ ^ 

phe report, prepar^ for the, gov- 
enlment by the Kenneth'^'Leventlbal , 
ac^iinting firm, recalled /the jsaks j 
phony and the accounting incompe- 
tent. \ ' : 

‘‘Seldom in experience as ^ 
accountants have -we encountered a 5 
mpre’ egregious example of the misap - 1 
plication 'of ‘generally;' accepted ac- 
couritihg principles,;yt said. .. 

Feder, the / Am'eribah ^ Continental 
attorn^,* • condMned'^lhe Leventl al 

lepori MS inaccurate and serioui ly 
flawed because no interviews were 
conducted with companies involved in 
‘the transactions. . * : t 


Much of the federal probe of| 
Arthur Young centers on Jack D.* 
Atchison, who headed the Phoenix 
audit team that checked ♦ Keating’s 
books for 1986 and 1987, a period 
when Lincoln wasrmaking many- of 
the transactions -.regulators now- allege 
to have been fraudulent. i 

In early 1988, shortly after-signing* 
American Continentol’s annual report 
for 1987, Atchison resigned his 
$225,000-a-year .position to go to 
work, for Keating, earning $954,000 in 
salary and bonuses. ' . . 

, In early 1987, Atchison, played a 
key roK in persuading fivej U.S. 
senatorsVto intervene jn Keating’s j 
behalf with federal thrift regulators. . 
Reflecting Keating’s criticisms, Atchi- 
son wrote a now-controversial report 
saying that the regulators had taken 
“unusually antagonistic positions” 
against Lincoln and that their exami- 
nation of the Irvine, Calif.,. ;thrift 
could be expected to conclude with ah 
“unduly harsh” report.-.. • 


Intervention juiStification;' 

•Atchison has refused to comment 
on his actions. 

. The . senators repeatedly ' have 
pointed to. that “opinion of a Big 
Eight accounting firm” as their ; 
justification for intervening. . j 

Although several members of the j 
House 'Banking Committee, speculate 
that ’Atchison’s employment ’ with j 
American Continental may have been j 
a Iprm of payment for iS^^^ 
accclunting, that theory is rejected by t 
Ernst and Young executives. ' , ' j 



“We have no reason to believe that 
Mr, Atchison committed anyimprp- 
priety”. du ring his affiliati on with th e 
■firm, said William Gladstone,, co-chief 
executiye at Ernst and Young, adding 
that .a 'number of other employees 
assisted Atchison in reviewing Lin- 
coln’s books. 

' Gladstone -said his firm “applied its 
best, independent professional judg- . 
ment” to- its Lincoln audits. Ernst and 
Young accountant Nancy Matusiak 
told the House committee that the 
Kenneth Leventhal report made 
“sweeping generalirations” and “some ' 
serious mistakes.” ' ’ • 

Atchison was not alone in leaving 
his accounting job to work for 
Phoenix-based American Continental. 
Keating’s son, Charles H. Keating III, 
an American Continental executive 
vice president, estimated that, the, 
company . has hired more than 50 
.certified public accountants fromi 
independent firms that had examined | 
its';books. One of . them was Andrew j 
Liggett, the company’s chief financial 
officer, who • came to American 
Continental ''from -Arthur Andersen' 
and is a defendant in the racketeering 
suit. . . I 


Appraiser felt pressure^ 
•R| al- estate app raisers apilirentlv 
were ‘/subjected to pressure ' tc| give... 
Ame^can Continental the numbers it 
wanted. ’’ ... ‘ • 

' Two real-estate .industry executives' : 
who are: -close to former Lincoln 
appraiser Tjmothy Morrison say he 
resigned in'- June 1988 because Ke 
believed Lincoln officials’ were trying . 
to piish ‘unrealistically high appraisals 
for vacant land at Estrella, a 20,000- 
acre master-planned community' 
southwest of PHpenix. ‘ 

' Morrison’s., job was to review, the* 
■work of appraisers hired by Lincoln.' 
from yaripu?' firms in -the. Phoenix 
area and Tucson: 

“Thn told me that the straw that 
broke! the camel’s back was Estrtlla,” 
one <jf the executives recalled:! “He ■ 
said, Tm not signing off oh jthosfr 
appraisals.”’ -v. . . <-• 

Morrison., deciined' to ,discuss his 
rpignation, ^.citing,,, a^, confidentiality- 
agreement .'with .AmeHcani Continen- 
tal. .He hpw’Js ;an 'appraiser with -'the 
Burke Hansen '-^ippraisal. firm . of 
Phoenix. ; ... • • 

An appraisal is an estimate of- the 
value of a property. It helps-a banker 
know how 'much to lend to the bhyer. 
ThftjdeajsUhat if a loan goes bad, the. 
bank, or sa^ng's . and loan,, will be able 
to recover, its. moncyOy selling the' 
land. ' . ‘ 


■ One metho'd used by appraisers is. 
to study .sales^of-coippafable . propof T' 
tieS(,.i0r;*’5ompsv’’'.Kegulators , suspect 
thatLinc’oln'creatediits ownxomps atj 
inflated values with'.- the ' help of i 
compliant appraisers.'-'- '-! 

‘Subjective elements* 

The younger Keating, who directed : 
land sales for the real-estate subsidiary ' 
of Lincoln Savings and Lba’h, dehied I 
that efforts were made to inflate, land. | 
valuations at Estrella. ; 

But fie acknowledged that company ; 
officials disagreed with Morrison over I 
appraisals. ' ' ’■ : j 

‘ He.braiided- Morrison a “malcdn- ' 
tent.” ' • . . 

Keating said he frequently con- ; 
suited .with appraisers . hired ,by Lih-. 
coin |6‘evaluate,iahd:at.Estrella. | • 
“raere are so many subjejctive. 
eleih^ts to a piece of propertylthat - 
they Have to work hand in hand with '■ 
the -developer, to .‘''understand what 
those elemente are,” he said. ‘ '■ 

One -important piece of information ■ 
rdating to Estrella was a study that 
projected rapid growth for the area,... 
he said. , • ; 

The .study was doh'^ by Mountain 
■West, a Phoenix-based real-estate. ■ 
consulting firm that also, provided 
appraisals, on some Estrella parcels. . , 
The younger Keating said., he... 
doesn’t think much of- appraisers. 

, “I‘ pever finew one appraiser who' 
made any money in the business, ’ he " 
said. -\- - 

“If they’re the experts, they should 
be the guys making all the money.” . 



A partnership composed of many American Continental Corp. insiders 
purchased the Hotel Pontchartrain . in downtown Detroit in, March 1985. • 
Since then, Iipwever, business has sputtered at the hblei: Losses, which, could ' 
lotil $10 million, will* have to be covered by taxpayers. That js becausejthe, 
pamiership_ bprrowed money from Lincoln Savings- and Loan "and the Ban 
Jacmtp Savings Association, a subsidiary of Sbuthmark Corp., a Texas:b®ed 
reaQ-estate and finance company. * • / \ 

Federal regulations required the buyers to obtain appraisals to ensure that.the 
hotel merited the loans of the thrifts* federally insured deposits. . . 

Appraisals are* estimations of value that serve as guideposts for potential 
borjpwers and lenders on a property. Depending on projections of the 
profitability of a property, appraisals can fluctuate widely within short periods * 
of time, as illustrated by this series of appraisals on the hotel: ‘ ' 

March 1985: The Hotel Pont\ and conducted by Hospitality Valu- : 
chartrain is valued -at $37.2 mil-' -ation Services Inc.; based in Mine-^i 
lion ih an appraisal commissioned * ola, N.Y. :'vV: - ‘ v **. ' 

by an American Continental sub-' . ‘September 1988: The hotel is " 
sidiary and conducted- by Michi- valued at $26:4milIibnMn ^ann 
gan-based Dean Appraisal Co. appraisal commissioned* ;by the 
December 1985: The hotel is San Jacinto Savings,,; As.^ociatiori 
valued at $44.4 million in an and conducted again by Hospital- 
appraisal commissioned by the ity Valuation Servlces.^v^-yf 
San Jacinto Savings Association ' January: The hotel is valued at ^ 
and concjucted by Dean Appraisal , $53 million in an appraisal, com- ■ 
.. J :■ missioned by Lincoln Savings and i 

March 1987: The hotel=»is — -eenducted by PannellrKerr -or- 1 
valued -at $46 million in an'ap- ster.’ 

praisal. commissioned- by Detroit ■ V ' ' " ' 
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'Likely, to answer 
queries Nov, 21 
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Stanton and Anne Q. i\ 

^epiplic Washington Bureau 

a; WASHINGTON -r- Charles' 
itK«(Uing Jr. -won a delay Monday in' 
diis scheduled appearance before a 
Tlpuse panel probing the collapse of 
Lincoln Sayings and Loan, but offi- 
‘^idals said (hey believe that he will 
janswer questions when he. appeals 
^ov.2l. 

^ 'Thc..inultiniilli6naire' Phoenix de- 
veloper and financier, who’ was to 
^have appeared today, was given a 
ttwo-week Extension after the House 
dBabking Committee agreed to allow 
^is new attorney more;time to prepare 
^r thc'tieslifhbny, qinSals ^id. 

- Keating, former head of the unsuc- 
cessful thrift, is facing civil racketeer- 
:ing and fraud suits, leading .to 
speculation about prhether. . he will 
.•agree to testify or 'invoke His Fifth 
Amendment right against self-incrimi- 
nation. • 

But banking panel .staffers said it 
mow appeals that Keating plans Jo 
■fiestify, at Iwst to some-degree. 

' jvould think .that if they werei] 


!gomg| 


to testify, they wouldn’t ned 


«any rijore time to- prepare,” said Jake 
^l^wis/ staff director. . ' ■ . 

^“’Banking Committee Chairman 
iPenry ponzalez, D-Texas, agreed to 
*lhe extension in, hopes (hat Keating 
^ill cooperate fi^ly ^hen he appears. 

K Keating’s new attorney, John J. 
tll^uinn of Los Angeles, accepted a 
'subpoena from Gonzalez on Monday 
?pn behalf Of Keating and pledged that 
iiis client will appear. Quinn could not 
3>e reached for comment 

IJespite Keating’s absence, the 
piearing is expected Ip produce fire- 
Vrorks, Edwin Gray, former Federal 
fHome.Loan Bank Board ch'mrman, is 
Sxjjkted to unleash a barragtl of 
criicism ..against Keating’s melnods 
and the influence 'he held with 
'politicians, particularly Arizona Sens. 
‘ Dennis JDeConcini and John McCain. 


l^'SOttier -witnesses will include Larry 
i^aggart jfohncr 'Cahfomia Savings 
^ii TTffn 'Commissioner, «iKho-ap- 
^roved Keating’s 1984 purchase of 
VLincoln. • • , j . 

A/x^na KepuW/c disclosed in 
{A^ustthat just weeks before Taggart 
fieft ofliep in 1985 , he-granted Lincoln 
^mission to invest $800 million in 
iri^y ventures. He then went to work, 
pb’r a private firm that received a 
|$2^9 million investment from Lincoln, 
f In addition, testimony is expected 
fIb'Jie heard from -former bank-board 
- * . " ..^SeemmSTpa^S 
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membcr |xc.llcnkcl, who resided in 
. 1987 amM claims that he had tried to 
:pusb through a favorable regulation 
for Keating, liven before taking the 
ijob ine 1986, ' Henkel acknowledged 
{that busi|)es$cs he had tics to received 

i mtlliotK )'jn loap from Lincoln. 
IV^ViofS: witnesses have sajd McCain 
w^s instmilK^tgl ip getting Mcnhel 
.C9pfirn^,. 

i 4.1sp;^tifying will bp Jach AtchL 
{son, a pxccutivp with Arthur 
I Young & which audited the thrill 
i ip.'l9P^4' prnisc<i its' management.. 
I Atchison went to work for Keating a 
(year la(cr as a senior vice president of 


f i.Gra^l'ii te^mony is expected to pint ' 
a||his l^Umcadvcrsary, PeConcini. 

I It was PeConcini who arranged 
(wo Apnl 1987 meetings with federal 
^icials to discuss KPting’s cpm> 
{laints ihat he was being harassed by 
liiic govornment. • ' \ 

I j The hrst session was' with Gray, 
|ppd thc^pcond, a week later, was with 
I federal' qtaminers who were regulating 
tUncoln Savings. That session was 
^ attended by Pcmocrat PcConcini, 

I Kepubjican^ta^wn, and Pcmocratic 
»S^ns. AlaiT^^nston of California, 
f^lohn Glenn pf Ohio and Pon Kieglp 


win& delay in itigstimony 

: ij ^ 

loot mrmili- r and. 1986 1 




HEARINGS 
ON THE AIR 

KAET-TV (Channel 8) will 
broadcast the House Banking 
Committee hearings live from 
7:45 a.m. to noon. The hear- 
ings will be repeated in their 
entirety on tape starting at 
10 p.m. 

f^The hearings also will be 
featured at 6 p.m. on the 
MacNeil/Lehrer NewsHour and 
at 7 p.m.-on Horizon, both on 
KAET-TV. 

/^C-8pan will carry the 
hearings live from 8 a.m. to 10 
aim., then 'rebroadcast the en- 
tire proceedings at an unspeci- 
fied tjme'lpter Tuesday. . 


last month. S' 

“It is an extremely damning memo-^i 
randum for Dennis DeConcini,” Gray ' 
said. “This is the man. who so 3 
righteously denies that he tried to<i 
make a deal, and yet he’s got .a' deal 
sitting on his lap.” [■ 

The memo lists concessions that 
Keating was willing to make in^ 
exchange for leniency from the bank| 
board. ' ‘ ^ 

DeConcini has acknowledged thatf] 
he had the memo drawn up and thatj; 
he used it in' the April 1987 meetings.;] 
But he has denied that he ever '^u^t 


■r 



Charles H " 
Keat|rig;Jr.7' 

' Was'giveh a'"’ 
•'two-week H-* 

^ extension to' 
allow his new. 
attorney more 
time to prepare. 


iSjfayiS,'th;‘'l986 'repaid 


and. 1986 had “illegally augmented its 
budget” by about- a million dollars 
when it allowed Its district banks to 
pay the costs of travel, salaries and 
consulting studies that should have 
been borne by the bank boari~ 
'.'During his radio appearand De- 
Goncini also blamed Gray for thrill- 
- ' industry devastation and said Gray’s 
poor record further brings bis credi- 
bility into qu^tion. 

“Mr. Gray’s got a terrible conflict 
/because he was in. charge duringithe 


. . - . . time that all, ofthis problem camelup, I 

di* Mnks. apd mdu^ not just with Lincoto but in the eAiril 

I- .1 f.1 If V 4- ^ f- ‘industry. And he was wined, and dm^ 

any kind ofdcal for Keating., . 5 “fl^qi^eiLjudgmenls’! whenheaepept^ industry and didn’t dd 

The senator has added that' he'; rei|hbprsement^ Tor travel to S^L. f a„ytj,ing about it. Now he wants 1 m 
expects Gray, who -was bank board; eviats^n^tqispnferc^ - . ^;re4:reate history, blame thp senate^ 


chairman from 1983 to 1987, to attack^ 
him .vigbrouriy. He sajd he and Grayi 


pan Wall, blame rmybody M 


Each of -(he five accepted large 
contributions from Keating, and the 

political 
‘•Keating 


-J, him .vigorously. He satd he and Gray i board:|cpai^qi:v:lQng‘-hJ^'ac^ v. ■ 

have been at odds since 19?5,J;wheni|' su%;. ;j^buii^ei^edts;;'i^^^ was -r 

the senator asked White House aides;< , cohtroV^y,.f:^^^ raisedf-lby,,- ,^l^ 'P^ 


.•t ua:***a;**i 4'> wflS ‘referring to Kf< 

contributloi^lroro Keating, and thp m have him .fired for alleged ii]iMmpe:l ex^utiv&'Whd opp^^ S^ate Banking -Committee 

grow has bam^ tence. • : [i' to V^tript^feky lending.' 'aitd. direct I'cunent chairman the .^iOice <4 

circles m Washington as the “Kcaiine ■ r.-- — . 

Five.” 


Gray long. ’ has ; contended that- 
PcCkmcini sought in the meetings to 
cut a deal for KeaUng to get federal 
officials off his back, and Gray said he 
plans to base his testimony t odnv.naa. 

confidential mc»io,,ip:epared, hy-- Pe- 

Concini’s §t^ff.'Th8 exisjepce Of that 


PeConcini on Monday attacked| 
Gray and questipned his credibilityi$ 
sayjng the former regulator left office^ 
“under a terrible cloud” because he j 
had accepted improper reimburse-^ 
ments for travel expenses. ' i 

“He stole $26,00Q and had to give]| 
•it . back,-”... saidi PiiC|ihcini, jn an:, 
aim6alrance-'bri''Ph6&i^ radio station^ 


.r - 


imHicc 


fedml^pbsi(;iusufance fund. .« Ir. Gray was unavmlable fofpbininen 
.JE^^icini'^o charged on .|CTA$i '..Monday; He cqnsistqitly has (u-guer 
that:?Gi|iy l^idi “taken over a m|lli(i^‘*’that his attempts to limit tjie S&l 
dbliafs?and;|ir6ken 'the law. for;Wish- debacle by tighUy r^ulating hi^-fly 
expenses for^ffic Federal Home toarf ing drifts ran into political opp^fioi 
BaU,p6af(j^r. on Capitol Hill. 




-TheGw^pi^Accpuntmf^ . . 'ConUIbbtin^ tothls articie wefe Do| 
mves^gaJjVe arm of Congress,- ^nd , - Harris and ■ Jerry. Kamm^ qf 
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Grj^qJlegan, 5 Senators 
Swayed by Keating’s Clout 

Ex-Regulator Testifies on Collapsed Thrift i 


By Jerry Knight 

Washington Post Staff Writer 


Former Federal Home Loan Bank 
Board chairman Edwin J. Gray yes- 
fterday charged that former White 
House chief of staff Donald T. Regan 
and five U.S. senators were swayed 
'by political contributions to seek 
special favors for the owners of Lin- 
coln Savings and Loan Association, 
the California thrift whose collapse is 
expected to cost the taxpayers more 
than $2 billion. 

Testifying in the House Banking 
Committee’s investigation of the fail- 
ure of Lincoln, Gray said the sena- 
tors who met with regulators in 
1987 on behalf of the thrift had 
“gone too far” and said, ‘It ought to 
be a criminal act to intervene in the 
regulatory process.” 

Gray accused former Lincoln own- 
er Charles Keating Jr. of using his 
political influence with the White 
House and Congress to ward off reg- 
ulators who wanted to clamp down 
on Lincoln’s investments in real es- 
tate speculation, junk bonds and oth- 
er high-risk ventures that ultimately 
led to the S&L’s collapse. 

Gray and Shannon Fairbanks , who 
was his chief of staff, also said that 
by the ti me they le ft the bank board 
in June of 1987, the agency’s staff 


had enough evidence of wrongdoing 
to initiate disciplinary action against 
Lincoln, but it was almost two more 
years before anything was done by 
Gray’s successor, M. Danny Wall. 

The two Reagan administration 
officials were the latest witnesses 
called before the banking panel in its 
wide-ranging investigation of the 
collapse of Lincoln, which is expec- 
ted to be the most costly thrift fail- 
ure ever. 

Gray gave the panel new specifics 
about two meetings between federal 
regulators and a group of senators 
who intervened on Keating’s behalf 
and also detailed a series of conflicts 
with White House officials over 
thrift regulation. 

In April 1987, Gray discussed Lin- 
coln with Sens. Demiis DeConcini 
(D-Ariz.), John McCain (R-Ariz.), Al- 
an Cranston (D-Calif.) and John 
Glenn (I>-Ohio), and then arranged 
for a group of lower-level regulators 
to meet two weeks later with tnose 
senators and Sen. Donald W. Riegle 
Jr. (D-Mich.), now chairman ofnhe 
Senate Banking Committee. Keating 
directly and indirectly channeled 
contiibutions to all five senators. 

Gray said yesterday that the first 
meeting was arranged at the sugges- 
tion of Riegle, who has said that his 
See LINCOLN, B4,CoLl 
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BY JAMte iCWD^TSERTON—THE WASHINGTON «)S1 

Former bsski^oar^ chief Edwin J. Gray during hearing yesterday on Lincoln S&L 
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) LINCOLN. From BI 

on y involvement with Lincoln was 
to attend the second meeting. ^ 
Gray said Keating “deviseil a 
scheme” to create the impression 
that Lincoln’s problems were the re- 
sult of “a vendetta against Lincoln by 
its regulators, principally myself.” 
"Senators Cranston, DeConcini, 
Glenn and McCain had evidently 
bought off on the scheme,” Gray 
said. “The receipt of very substantial 


giftslfrom Charles Keating and his 
asso^'ates had long since put them in 
the right frame of mind to give great 
credence to— and yes, to em- 
brace — the notion that there was 
somehow a vendetta. . . . When 
enough money flows, it’s apparently 
easier to be gullible.” 

Gray said his meeting with the 
senators “was highly unusual to me” 
because it occurred after the work 
day, in DeConcini’s private office , 
with no staff members present, an l 


) because DeConcini wanted the bank 
board to withdraw a regulation that 
• had already been implemented. 
DeConcini offered to make a deal ' 
on behalf of Keating and American 
Continental Corp., the holding com- 
pany that owned Lincoln, Gray = 
charged. Keating wanted regulators 
to drop restrictions on Lincoln’s in- 
vestments in real estate and junk 
bonds and to back away from com- 
plaints that the value of Lincoln’s in- 
vestments were inflated by phony 
appraisals. In return, Keating prom- 
ised that Lincoln, which had stopped 
lending money for home mortgages, 
would go back into the mortgage 
business and would get out of the 
S&L business within 10 years. 

All the senators have disputed 
Gray’s account of the session and 
have backed DeConcini in his denial 
that any deal was offered. Yester- 
day, Gray made public a confidential 
memo written just before the meet- 
ing by a DeConcini staff member 
that spelled out “What American 
Continental wants from Gray” and 
“What American Continental is will- 
ing to do.” DeConcini has said that 
the existence of the memo does not 
prove he atteingie^ to make any 
deal. 





A spokesman for DeConcini yes- 
terday described Gray as “a man 
who realizes that during his watch 
there was a catastrophe costing 
$150 billion and he is desperately 
looking for anyplace to laj the 
blame. In the process, he has lost 
track of the truth.” : 

Gray said Keating’s political influ- 
ence extended into the Reagan 
White House, where Regan — as 
White House chief of staff — also in- 
tervened on behalf of Lincoln and 
other thrifts. 

Regan twice sought to get him to 
resign. Gray said, and was responsi- 
ble for the appointment to the Fed- 
eral Home Loan Bank Board o f Lee 
^Henkel, an Atlanta attorney who had 
represented Keating and borrowed 
money from Lincoln. 

At his first board meeting, Henkel 
proposed a change in rules that 
would have exempted Lincoln froi i 
regulations limiting real estate in- 
vestments by thrifts. The proposal 
caused such a furor that within sue 
months, Henkel resigned. Gray said 
he believe Henkel quit to avoid a 
congressional investigation. 

Regan covM-UQt-be reached for 
comment yesterday. 
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■’"'•‘j* h-. Washington, they call them ‘^e Keating 
3 Pive.” Five U.S. senators 'frho went to bat for 
■ ' * millionaire Charles H Keating during the 
' federal govenimerit’s .mvcistigation. df Keating’s 
.. Lincoln Savings and Loan Association, 

Two of ihem, Dennis DeConcihi and John 
' McCain, are from Arizona. The others are John 
Glenn of Ohio, Alan Cranston of California and 
, bonald'Riegle of Michigan. 

,-j ^ ■. Each of the five haC 

' ' fl tr ' : ' r:T “:r'" *T:n ‘ contributed to the group’| 

' overall perforriiahce. Buj 

1 . - I if The Keating Five werd 

-The Jackson Five, the 
' ■ ■ part of Michael Jackson 

p.- J ■ would be played by De- 

From the start, DeCon- 
- i ■ cini has been the band’s 
iJ ■ lead ringer and p^rincipal 
X" dancer.- Now, he is -strik- 

. ing out oh his *.owh, 
fix ringihg ' a new song. And 

t > MANTINI thcr(li’S/no doubt :about it, 

I ’ wluNIINI ^ ‘ • 

‘r? Republic^ f " • in' his latxjst tune, the 

Columnist jsenator claims that he did 

r ‘ .. nothing wrong in either 

mMMBmmm mm v ^ v^ccepting $55;pOO in cam- 
t'^aigh^cohtribiiliofis froni ;K^tlng onSjorch^^^ 
meeting bety^n ‘'five ^natofs and* the federal 
t reguialorsdnvestigaling J^mcohi. > ^ ; 

“I have interveiWd oh behalf pf other Arizona 
^-constituents for similar reasons,” he said; « 

McCain, who took $112,000 and vacation trips to 
5?^ the Bahamas froin Keating, was singing a different 
verse of the same spng a few weeks ago. t j| 

: Pleading his ca?e in The Times’ [ 

^ McCain used radio and TV to say he had treated* 
;"^Ke iting as he ^oiild have treated any other 
’^'col stituent. Last weekend, McCain went so far as to 
^Imply in TheJ^ew yx^rk TimesXh^ helping Keating 
^was not much different from helping a destitute old 
-Awoman get back her Social Security check. 

No one’s dancing to tliat tune, however. 

That’s why DeConcini rewrote the music. Instead 
^f simply saying" he did nothing wrong, ^the senator is 
TWaming everything on Edwin -Gray,' former 
^ chairman of the Federal .Home Loan 'Bank Board. 
;;.’Q;:ay-’wa^the man summoned to DeGmidiiTs^office 
|vtG face five senators. - . 

DeConcini now wants Grayi hot himself, to face 
Lithe music. ^ 


t' 

fu. ' 

f : MONTINI 

Republic- :• 
' Columnist 
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» - This is partly ' because Gray iold a House 
rillimmiltce investigating Lincoln’s problems thaj, the 

ISsTn oStoicmfs ottce delayed 
'JLnI’s ^seizure of the saving and ta, kayinsfl d- _ 
taxpayers — us - — with a $2 billion bill. 

^ray is not without problems 

Gray is also an easy target. 

'Problems. For instance. Gray had. to pay back 
$26,000 in improper travel fp,ce 

tenure. This led DeConcini to say Gray left his omce 

■ ’>“ovcr^h^n^^^ few weeks, so long *we are 
^hearings going on in Washington 

lE'.n”»S IW»K thal he, 

ifid. '-- , , y . .• 

4.?n 4 he'endl the things tha;. Edwin Gray did are 
'fSik nearly as important as the things that Edwin 
iGray rfidnT.do- - ; •- 


% Stvto^'S-ay Aaii^ S^l^er MV*®”ldera1 

‘ iieeting in Keating’s behalf to intimidate a f^eral 
K fegulator. ■ * 

V DeConcini did. ‘ a 

Edwin Gray didn’t direct bis staff to Prepare a 
?memo listing ‘Ucesrions” that Keating was willing 
STaie in exchange for leniency from Ihe bank 
•aboard. - • . 

i'^iSrSmy^aran’i/take iSS.OOO in Campaign 
^contributions from Keating.ana.associates. 

'•’* ^^n Graf dian’t work with two campaign aiaw n 

‘who reccivea^SSO million in real-estate loans from C- f ^ ^ / 

: Keating’s Lincoln Savings ana Loan. . [• . ■ ^ F 

;l h. .one ,»eal4y.-a.a-. ■ - ^ - dh-- ^ 

4o\vei^'pl’man^ Koatjng, the eventual expense of , 

millions of nol-sb-w|althy others. ; , ‘ ; 

t?l*iS*3af aian’l., represc^^^ Hhe' citiieil of 

fi^’fe&SaianH;^ Vf 
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[Reportedly 
Iwlll plead 


'By Sam Stanton 
and Anne Q. Hoy 

Republic Washington Bureau 

r W^HINGTON - Charles H 
-Keating Jr., the central -character in 
.House Banking Committee hearings 
•on thp failure of Lincoln Savings and 
Loan, will invoke his Fifth Amend- 
ment right against self-incrimination 
today and refuse to testify, sources 

Keating, who late last week 
■soil 5 ht a deal in which he would nqjt 
eye i have to appear, also may claira 
’ ihiswght under House rules to clom . 
fthe hearing to the public and tlfe 
^press before he refuses to testify, 
sources said. 

Keating, a Phoenix developer and 
financier, mi^t change his mind at 
'the last minute -observers sayr 
particularly if he b^mes angered by 
opening statements. . 

But sources pointed to his attempt 
last week to seek a deal to not even 
appear as evidence that he vrill riot 
answer questions about his role in 
Lincoln’s collapse. -< ;- ■• 

Keating’s attempt to avoid appear- 
ing was made late last week when his 
Jxjs Angeles attorney, John Quinn, 
asked_ that his client be able to invoke 
the Hfth Amendment in writing.^ . 

Bui the Banking Committee cilair- ' 
man, A Rep. Henry Gonzalez, .llD-' 
—5ee KEATING, 


4 KEjmNG, from.pageAl ' 


Texas, 




I refus^. the request Friday, 
source i said. 

Gonzalez and the panel’s ranking 
■Republican, Chambers Wylie, R- 
Ohfoi -informed ■ Quinn -that they 
expect Keating to show up, sources 
sad. ■ . ‘ ' ■ 


j Panel spokesman Jake Lewis said 
[ there has been contact between the 
i committee and Keating’s attorrieyl but 
I he would not comment further, 

' “We’ve Tiad-a number of exchanges 

[ with Keating’s lawyer, but we’re not 
[ going to' 'discuss bur conversations,” 
Lewis said; “We will withhold com- 
i ment until Keating appears.” 

Quinn did not return telephone 
I calls Monday seeking comment. 



I 


rlie is a fighter* 

iting, consider^ the most c 
bial l^itness iri the series of hearings, 
has rejected -all press interviews about 
his failed California thrift, and his 
aides say they -do not know whether 
Keating will testify. 

“I bet he’s personally still weighing 
this,” spokesman Brad Boland said 
late Monday. “Charlie is a fighter.” 

V Keating originally -had been sched- 
uled to appear Oct.- 31, but won a 
delay after he had hired Quinn and 
requested mote time to prepare. 

One other witness. Jack Atchison 
of Lincoln’s parent company, Phoe- 
pix-based American Continental 
Corp., has refused to testify before the 
committee. Atchison once worked for 
[the accounting firm that gave Lincoln 
a clean .bill of health, then was hired 
by Keating at a salary of $900,000 a 
year. He invoked his Fifth Amend- 
ment right saying he didn’t, w'ant-te 
■he b the num erous on-going investiga- 
•tions into- Keating and American 
Continental. . . ■ , • 







“Ae legal maneuvering"by Kearag 

P cotn^ as the Banking Ojmmime 
5 p®es for what js expected to be the 
t |nd most -explosive Lincoln 
vin^ hearing for week^. ' 

, M. Danny Wall, director of the 
lOffice of Thrift Supervision and the 
^target of much of the committee’s ire, 
tis sicheduled to be the first witness 
^day. Panel members, some of whom 
’have called on him to resign, are 
^expected to grill Wall- over why it 
took him so long to close the thrift 
when he was chairman of the Federal 
.Home Loan Bank Board, 
j T^lstifying with Wall will be two 
;senio|' deputies, Rosemary fflewart 
{and IjDarrell Dochow. Keatin| will 
■appear last. - ' ■ \ 

[inquiry became political 

} , The hearings originally were 
rlaunched to probe why regulators 
[particularly Wall failed to clamp, 
jdown sooner on Lincoln. They have 
^nstead eyolved .into a politically 
damaging inquiry into -why ' five 
^senators interceded on Keating’s be- 
half. ' 

p .Turmoil continues in the panel over 
%hetfter to subpoena the senators, 
iknovM as ■"the Keating Five,” 4 well 
as California Gov. George Dev^me- 
^ian. '* 

i Deukmejian and the senators — 



Henr y ^ 
Gonzalez / 
Reportedly 
refused Charles 
H Keating Jr.'s 
•request to invoke 
the Fifth 
Amendment in 
writing. 


(Dennis DeConcini, D-Ariz.; John 
McCain, R-Ariz.; Alan Cranston, 
D-Calif.; John Glenn, D-Ohio; and 
pqn Riegle, D-Mich. — all received 
l^arge campaign contributioijs* from 
Keating s|id sought to help his fjjling 
thrift. r- . I 

'r Gonzalez, •'Mio is under in-ense 
political V®ssure hot to violate 
protocol by ordering the senators to 
appear, has indicated recently that he 
would not call the senators but would- 
^welcome them if they volunteered to 
i;testify. 

But one source said there is so 
much pressure from .other panel 
members to ’ call the senators that 
iConzalez has indicated he would do 
so if he also-could subpoena Deukme- 
jian, a Republican. 

Deukmejian’s involvement stems 
from the fact that Lincoln is based in 
Irvine, Calif, and that state regulators 
allegedly w ire pressured to go easy on 
the thrift. ‘ - . 

Banking Committee spokes Pan 
'Lewis denira .that 'there was disbus- 
•sion of calling Deukmejian, and jsaid 
there is no dissension among com- 
imittee members. 

However, Rep. Toby Roth, R-Wis., 
and other panel members have made 
it clear publicly that they want to hear 
from the senators," and sharp ex- 
changes among committee members 
have been common since the hearings 
began Oct. 17. 

Also, key. committee Democrats 
met privately Monday to discuss 
•‘‘who will or will not be subpoenaed 
!in the future, if anybody,” a commit- 
'tee member who also asked to not be 
'named said, adding that ‘‘there have 
-been a lot of names that have^been 
^raised.” Lincoln was seized by federal 
^agents April 14, and estimates ct how 
jfauich-4to collapse will costf have 
ranged as high as $2.5 billion, making 

.fhe. nation’s costliest S&L failure. 
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Charles fl 
Keating Jr./ 

Investors 
request that he 
not be allowed 
to touch 
$250 million in 
asset%. without 
court approval. 


jTied to false 
iaoticeon . 
^Lincoln sale 


«L.mcom sale 

^By, Jeity Kammer, Andy H^l 
t*an^ Lisa Morrell u 

Thewizona Republic “ 

a C3iarles H .Keating Jr. personally 
/-directed preparation of an American' 
Continental Coip. announcement in ; 
r.Februaiy that falsely claimed that 
^ the sale of Lincoln Savings and Loan ' 
^was “imminent,*^ his former top; 
^spokeswoman has told The Arizona ; 
^Republic, 

The announcement lias been part ; 
of a federal Securities and Exchange’ 
“ Commission investigation because 
f SEC regulations prohibit publicly 
traded companies from making state- 
*ments that could mislead investors 
^ into thinking the company’s stock 
^ will qhange in value. 

And today, Ae House Banking 
-Conmittee, which is conducting 
^ fhearligs into Lincoln’s collapse, is 
^,.expei to be shown a Feb. 3 better 
from|j Darrell Dochow, key faneral 
2 . . — See LINCOLN, page A8 



f t - 



FBI/DOJ 





^tlHCOLN, f rom page AJi \ 

*■' 

|thrift regulator, warning American 
.^ntinental’s “board of directors 
p>efore ' tfie announcement Aat the 
tSale stood little chance of approval. 

If ‘American Continentars .state- 
ment, distributed to the news media 
and stockbrokers, was issued a day 
after -the company’s stock dropped 
^harply, falling 87 cents, 1o, $5.50 a 
aTiare. Ithad sold for more than $10 
a share the previous December. 

, 'Market observers blamed the slide 
on rumors, that the proposed sale of 
jthe thrift to the group led by 
ISpencer Scott,' a longtime thrift 
l^xecutive leading a group of Caiifor- 
inia investors, had hit snags and that 
lAmerican Continental was in finan- 
|cial trouble. 

[SKock values rose ( 

[ (I When the announcement 'to is 
fraeased FeK 9, stock values hf 
jPhoenix-based American Gintineh- 
flal, rose to $6.25 .per share, and 
[.trading v6l.ume increased sharply, 
j Ernest Leif, one of the investors 
Jn the group trying to buy the thrift, 
liwid recently .he ..knew "the pre^ 
^release was wrongtthen, and he was 
‘.surprised by the claim that the sale 
;was imminent. 

i “It wu§ untrue in our judgment, 
jbut Charlie thought he had the deal* 
•greased,” ,Leff said last wwk. ‘1 
smiled when i saw Charlie making 
his flamboyant statements.” - 
. Patricia Jo(hnson, a former pub- 
lic-relations .director for American 
Continental, said she wrote the Feb. 

9 stetemerit at Keating’s direction. 

• i He said that he wanted, !|no 
mater what else I put in the p& 
jel« ase, to . make Sure I used Jlhe 
word, ‘imminent,’” -Johnson said.. 
She is the first of Keating’s upper- 
echelon associates to describe pub- 
licly what -^vent on behind the scenes 
at the often-secretive company. 

•Her comments are the .first 
indication that Keating, the contro- 
versial chairman of American Conti- 
nental,. personally -controlled prepa- 
ration of the statement. » 

, In documents prepared for . he 
‘SE(t, however, American Contin [n- 
,taLj>lficials’have blamed Johnson, pf 
Ithe statement • . ; ' • ■ ■ , 


//'^e;pfess release quot ^ Keating 
“1 am delighted that the 
.■sale is so near completion. We are 
junxious -.to move forward and 
wncentfate .our,, efforts on the 
Phoenician -dResdrl, the Crescent 
Hotel and other investments.”: Thrift 
regulators seized the Phoenix hotels 
and fired . Keating’s' management 
^mThur^ay. ... 

Sale ^imminent* 

■ The news release was typed on 
-Ahierican Continental stationery un- 
|ler the headline “Closing of Lincoln 
Savings sale is imminent” . 

.. ..Johnson showed The Republic a 
{draft of the press rel^se, including 
the headline, and a handwritfen 
jehan^ she says, was made |j)y 


Keilting. The draft “proves that 
Chmie did see, the. press release 
before it went Out” .she ^id. 

I‘'- ' American 'Continental officials 
j. 'did not return phone calls seeking 
^ comment. Keating has denied 
5 wrongdoing. 

. Johnson, who now is a self-em- 
.ployed publjc-relations consultant, 
r- ^id she, was laid off by Keating in 
April. She .was replaced by Mark 
-Connally, son of former Texas Gov. 
John<k)nn^ly. 

Jbhnson said Keating ordered her 
, to arrange for the story td be 
' dis -ibuted on the Dow Jones wfe a 
news service .that sends repiWts 
directly to brokers across the qp- 
pany. . • . > .U 

'.• ‘The first sentence of the tiiree- 
sentence bulletin read; 

,, “American Continental Corp. 

. said completion of the sale of its 
' Lincoln Savings & Loan unit to an 
investment group headed by Spencer 
^ Scott is ‘imminent.’ ” 
s But the day after the statement 
f was issued, C^ifornia thrift regula- 
f-.tors announced, “There is no way 
>that the sale can .be imminent” 

' And William Davis, chief deputy 
■ commissioner of the California De- 
partment of Savings and Loan, said 
Mhe - stete ment was “mislea dina to the 
I public;” ' i" 


itement tempered • 

f T le company also issu d ' a 
s.stat^nent Feb. .10 tempering its 
■optimism of the previous day. 

American Continental stock 
prices started back down Feb. 13. 
■They r^ched $5.63 on Feb. 14. 

Although Keating continued to 
search for buyers, regulators rejected 
sail proposals, and Lincoln was not 
.sold. It was seized -by' federal 
regulators in April. 

• Davis, the California S&L regula- 
tor, said American Continental’s 
statement misled investors into be- 
lieving that f he company. was more 
j valpble than it actually was. 

I “What bothered me was that they 
]|ed,’’ Davis said Monday. “They 
»ew absolutely dead certain that 
itfie sale was not imminent. 1 
, “They’re interested in furthering 
American ^ntinental’s agenda Sven ' 
at the sacrifice of what’s important- 
^ the public and what’s truthful.” 
r- Davis said he suspects that 
investors were banned by the release 
pf the statement. 

; “Somebody could have bought 
uie stock,” he said, “based on the 
fact that the sale was imminent and 
ilien end 4ip holding stock certifi- 
PattS'that they paid good, hard cash 
for, that were worth nothing because 
the sale wasn’t imminent and, in 
•fact, the company was near bank- 
jruptcy.” 

American Continental stock now 
trades for 5 cents a share. 

|A company ‘loses a lot off its 
floKibility with a lower stock pri( e,” 
saH Thomas Glynn, a stockbroker 
with Rauscher Pierce Refsnes Inc., a 



liregional ^brokerage^ firm in Scotts- ■ 
dale^__— — . . 

^Harder raising moiiey* 

;* A company -whose stock falls 
inharply is “going 'to have a harder 
'lime raising money, no -question 
(About it,” Glynn said. 

P The -vdue of the 'outstanding 
■stock falls, so there’s not as. much 
^pital to borrow against, he said. 
i-_ A spokesman''for the SEC, citing 
Ithe agency’s confidentiality regula- ' 
^bns, refused to comment on the 
!$EC’s ongoing investigation of 
.j^merican Q>ntinental. , 

^However, in October, the Office 
^fi\Thrift .Supervision, which regu- 
^at\^ the nation’s S&Ls,. called the 
^ews release “misleading.” , 

*' ‘ Companies that are found to have 
'Issued misleading press releases we 
-object to a variety of SEC’ actions, 
;from . correcting- >eiTors -to -epurt 
injunctions against further viola* 
,;tions. In the most serious cases, the 
^.S. Justice Department can pr^ 
■criminal charges with penalties of up 
40 Sbmillion and 10 years in prison. 

; In a March' draft of a response to 
im SEC inquiry about the release, 
'•American Continental attorney Ka-: 
sTen Katzman wrote that Johnson 
iiad .Seen “barra^ed” with phone 
calls from reporters who Imd been 
fed “vicious rumors” , by " investors 

i i^ho had taken a “short position” in 
American Continental stock. A 
hort positipn is basically a bet that 
he price of a stock will falL , . 


•'■“Ms. .'Jbhnsoh' lwliCVed that the 
most expeditious way t o d eak - w ith 
the rumors” was to issue the release, 
Katzman wrote. . 

Katzman noted that on Feb.. 10, 
American Continental isshed a sec- 
■ond release contradicting the first. It 
said,. “There could be no assurance 
that definitive financing! arrange- 
ments will be concluded or regula- 
•tory approval of the transaction 
obtained.” 

Regulator ‘shocked’’ 

, ' “ThePebruary 9 press release was 
prepared by Patricia Johnson,” 
Katzman wrote, while the Feb. 10 
release was prepared by Katzman’s 
law firm along with American 
Continental attorney Robert J. 
Kielty and Keating. i 

Katzman declined comma lit. 

.Federal .regulator A1 Smtzynski, 
whose office was reviewing the 
proposed ssJe in February, said he 
was “shocked, to put it .mildly,”- 
when h.e'-read the. American Conti- 
nental release quoted in a news 
articla He said his office notified the 
'SEC that the press rel^e misrepre- 
sented the proposed sale. 

. - Smuzynski is the assistant direc- 
tor of supervision operations in the 
'Office of Thrift Supervision, which 
until August was known as the 
Federal Home Loan Bank Board. 

Smuzynski said “negative infor- 
mation” about' the proposed^buyers 
of Lincoln made regularoiiaoubt 
their qualifications. ^ ^ 


liAMERICAN CONTINENTAL STOCK RECORD 

pricM and volume on America Gontinentrf sto^ for selwted days 
in February. Price and volu me in e mo ed sharply on Feb. V.^vhen me 
" ^trip an v announced the "imminent'' sale of Lincoln Savings andj^m_" 
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Patricia Johnson, 
aformer 
public-relations 
director for 
American ft 
Continental, i: , 
theHrstof [ 
Charles H u 
Keating Jr.*s 
upper-echelon 
associates to 
describ^ publicly 
what wanton 
. behind the 
scenes bt the 
often-s^cretive 
com patiy 
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ust when you thought it was 
safe to', admit you’re ^om 
Arizona.... ”; ' - | - 
/’ '■ y irst, there was national ridrcule 
^B^publicah Evan Mecl^m, 
|ljp ..first -U.S. . governor to be 
mpeached and ousted from office 
,year& Then,, word -.of 
p^homic trouble in paradise was 
splashed acro% tite front of Bar- 
, ton’s. And. now, sprawled across 
newspapers And TV. greens from 
coast to coast is Arirona’s own 
Charlie Keatiftg and -two-fliUis of 
the now-notorious .‘‘Keating Five.” 
Indeed, the G'rahd Canyon State 
is home to the man behind the 
single largest thrift failure in the 
Unit« States. That’s Keating’s 
Linccin Savings ^d lx>an Assoiaa- . 
tion,. 'whose collapK is'expected|to 
cost i« taxpayers up to $2.5 billfeh 
to bail out. * ■ 

And Arizona is, the only state- 
with both of its senatois’ 
Democrat Dennis DeConcini .and 
Republican John McCain at the 
Jnf^dus April 1987 meetings at 
which Keating-connected lawmak- 
ers pressured federal regulators to 
go easy on their financially well- 
endowed buddy. . .Jt. was .even 
DeConcini who called these highly 
unusual meetings in his office. , . ’ 
This mess ' may become (He 
rnost-investigated thrift scandal. Ikt 
least seven governmental bodlfc 
probing: the House Banking 
, Spoirimittee, . the Senate Ethics 
i^Xiifnmittee, tiie FBI, the Securities 
and Exchange Commission, tiie 
. fptenial Revenue Semce, the Cali- 
^f^ia General Assembly arid the 
r^.-Califomia Board of Accountancy, 
fyj^incoln is based in California.) 
pwT And if that’s not enough, ’ 
ij^rirona still hemorrhaging eco- 
^'fton lically, ranking in uie top 
tThan dful of states in foreclose real 
t esujte and 48th in the nafaon in 
employment growth. ■ * ■- ' 
Will vtre ever be able to hold our 
i? headsup again?, . 


I 


, J^geatance unlikely 

^J^DonThold your breath waiting! 

Arizona’s senators to testifyi 
2 before the House Banking Com- 
lifiiittec on thcKeating calamity. 
Ir^llt’s' an everything or nothing 
ppfopjSsition: These guys want all 
lifivc senators, or nobody to. share 
l^tlie limelight/Tjlamej ' 
K-vepordinating such five-way ac- 
ll^n -has about as much, chance of 
pj^iicc^ing as Congress’ doing 
l^st^ething statesmanlike on the 
l^^icit debacle. 

lif'^-I^ting is scheduled to testily 
rttiiapay^ though tioMy knows for 
jj^ora|that.he will. , ' 

Hiv^ver fear: There' are oth[^ 
;%ayS for ' senators to get their 
tm'essage -out DeConcini has been 
' ^ed to buy huge chunks of air 
•'time to peddle his side of;the story 
directly to the voters. 

, iNo decision on that yet says 
Mike Crusa, DeConcihi’s top Ari- 
.'■^sona "guy: . “We are looking at 
; .difierent methods of ensuring the. 
general -public has ;an accurate 
Mew, from our persptotiye, of wh^ 
-^lually transpired.” ; 

Chiickl^. pn CSiarles 
..'So votti^fokTafraire ICeatihg is 
; , getting big.play only here? 

-j|Wrong. 

i- ' Even comedian Jay Leno, gue it 
" h([it of TAe- Tonight [Show, finals 
■>' ihe issue ripe for ridicule! . 

.Leno was on NBC’s Today 
SSbqw'm Thursday to promote a 
f book he has put together on 
; ludicrous newspa^r headlines. He 
I is donating all prOc^s to charity. 

'' “I don’t get any dough for this,” 
. Leno -insisted. ; No expenses, no 
reimbursements, no nothing.' • 
“Not a Charles Keating-Ljncoln 
.* Savings deal/’ he add^’.- ' 

‘ Aii^s, no grudge match' 

:.t Hear the gossip pn the aifwai|^ 
abpyt former R&G Publisher mt 
Murphy running for governor? 1 
Untrue. ' ' ■ • > . »' 
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» f*0,ftCnitely nonsensfi/l.-says 
iMutphy, in Saudi Arabia last week 
^Tor a conference' of cosmonauts and 
;Vastronauts to discuss such topics as 
l^air quality and space rescue--. 
j \ j‘I’ve too many other interests,” 
5 the flamboy^t ex^publisher said, 
j^laughing. 

^‘1 don’t think I could win even 
>if I tried. And if 1 -were elected, I 
'would ask fpr-a recount” • • -'i . - 
'} Relax, Ev. - • ' f-" ■ ’ %, • 

'.Looks like a winner - , 


, It’s .sad commentary, but 
Americans apparently choose their 
elected leaders the same way they 
[.buy vegetables — by appearance. ’ 
At least that’s what a study by a 
University of California professor 
lews. A UC-Irvine prof asked 700 
p( bple to rank photos of politicians 
on such characteristics as compe- 
liwic^ Oiisfworthiness, leadership 


l:and demeanor^ and guess 


what: 
d can- 


rThe best-looking, best-dress( 
didales got the fet marks. ^ 
i By altering hair styles, epthing 
‘ ;and;makeup in the photos, Profes- 
.^.sor Shawn 'Rc»enberg was sable to 
hijack ratings up or down by 20 
I'^rcentage pdints, according to the 
^ Los Angeles Times. 

^^Candidates, t?ike-note:;."Smiles, 
y-^wnseWative dre^ thinljips" and 
l> wdpw's peaks are in.' Baldn^ ^d 
’ thick eyebrows are out. ’ 

Arid voters arc very picky about 
“ eye sTiape: A rounded upper eyelid 
with a straight lower lid is good. 
Eyes not markedly curved, or 
curved equally on . the top and 
bottom, are bad. 

. “Pm disturbed, yes. But sur- 
prised, no,*’ Rosenberg said. 

. *‘What people are doing is 
skying, *I don’t really undeptand 
f|plitics, so let me look :il this 
ileiwn and decide if this, pe .*son is 
trustworthy and competent.^| 

. ' Better get out the tweezers, Fife. 
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enators are termed I 
purchased political 

‘^yjSaifn'^tanton ' ' • • .h- '. ' 

. Republic Washington Buretnu ; .ft' 

» - WASHINGTON —- Consumer advocate Ralph Nailer 
‘ lasljejj, out Wednesday at the senators now known as ‘Ihe 
^Keating Fivej” saying' their actions in behalf of Phoenix’ 
'•devdoper Charles H Keating Jr. are “the embodiment of 
: everything that’s wrong with p'olitics today.^’ ’ ' 

Nader lambasted Sen. Dennis DeGoncini, D-Ariz., for 
sjmnsoring a bill he said would help Keating and charged 
the live, with abdicating their responsibilities to the public, 
■*-; =“As twejare all learning, Keating was aided in his scheme 
by a panoply of purchased politicians \vho cared more 
<- 4 bout a" major' contributor to^their ' 

-campaign-finance^^ar ehests thah'their ' / ' " 

j.<»nstituents,”. Nader said in his press 
conference. ■ ... 

i .The Keating Five met twice in April 
wtlj federal regulators investigating 
’■Keijting’s former- thrift, -Tincolh 
.Savmgs and Loan of California. The 
tgroup., consists of Sens, DeCbhcini; 

■ John McCain, R-Sriz.; Alan Cranston, 

: D-Calif,; John Glenn, J);Ohio; and 
• Donald .Rjegle, D-Mich,.-.?-' ■ v - • ’ 

Although -Nader said .the .senators 
»^.are'culpable'in the 0llapse df Keat- .- Ralph Nader / 
-ing’s, thrift, he singled but DcConcini ® 

' as the “snear carrier” for Kealinp ' ' : . An® Keating >». 



as the “spear carrier’’- for.Keating,- 
"Nader charged ' that ’ Dedohcini’ 'is 


the Keating . 
Five" are “the 
.embodiment of 


•’•sponsoring ,a bill that would weaken, ... .. ., . 

the nation’s racketeering statutes. The , avsrything that s 
measure, which will be voted on today with 

by the Senate Judiciary Committee, politics today. 

would help Keating with pivil suits he - ——7 ^ 1 

t is facing, Nader said. ' ‘ 

. “Now- the ringleader of -ihe Keating .Five, Senator 
f 'DeCpncini, clearly the mbst shamelessly shameless of all 
five, jk responding to the swirling controversy by pushin^a ' 
, bill j hat would weaken the corporate-crime laws,, tfijil 
woul'l gut the Ve’ry law used by regulators and .Victims 
_ agaiijpt his friend Charles Keating,” Nader said. ■ ■ . 
. “1 guess Senator DcConcini wants to be known as the * 

Vformef .senator from Arizona.’’., 
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-DeConcini has touted his bill -as a overhaul of the 
nat , bn’s Racketeer Influenced and Corrupt Organ zation 
AcL • I ' . 

But he said it js not designed to help Kcatiijg. He 
pointed out that he haS sponsored or supported such, 
iegislatipn since 1984, long before Keating faced any 
troubles or -lawsuits. ' 

■ And he .issued a statement Wednesday saying thatjithe 
bil; would not affect government efforts to recover fl om 
K< Bting more than Sl-'billion in losses at Lincoln befo||e it 

•— SeeDECONCINI, 



DEC 01 1989 



FBl/DOJ 



came] 


i 


■’%S. 


-bECONClNI, from page B1 


4iai seized April 14. • ‘ " • 

f. A major issue in tliO debate' over 
ihe. bill is an original prbvisibn that 
^puld have limited how much moncy 
cbhld be recovered from Keating 
{hrough a fackctccring lawsuit. 

Although curreiit la>V alld^ fol* 
f>laintifTs to collect triple the Imount 
of . money lost, the Et^nc^i - bill 
&ould allow the recovciy. -.bfronly 
•‘actual damages.” 

f As it was first wfittch; thaf limit 
ivould have been applied retroactively, 
ineanmg that it .'.would have affect^ 
lawsuHS pending against Kcatiiig.; 

V ButjpcCbncini decided in Septem- 
ber lo*removc that portion. As it is 
written now, only cases that were filed 


after the measure bec^e, jaw would 
be affected',;-- ^ i, . 

Nader Said! however,’ that cotpo-' < 
rate lobbyists want the bill rewritten “ 
to include the retroagti'ife. provision. ^ 
He , -released '.’tf; study saying -thai -.-. 
Judiciary . 'Gcim'mitiee'^ ihemlieis,* in- * 

■ eluding DeQmcini, haVe “been sliow- ■ 
'ered” With cash contributions from 
lobBj^tsts. ■■ . 

A^rdlhg to the sWdy,. compiled 
..by.'Pdblic Citizen, a'Nader'group that 
mbqitois Congress, DeConcini re- 
. ceived $213,450 in such contributions 
•from. 1983 through last year. Those 
cont^utions camie from politieal-ac- 
■tion 'committees that would be af- 
.. f ^tedjbv a change in the racketeering 
ac4 including firms and trade associa- 
tions for accountants, savings and 


and insurance U.S. Constitution?” * 

Nader also said the other senatofi 


loans and 

interests. ^ J'^auci aisu sttju uic uuici dcimtuj» 

^ Those iV6i»include aihong the Keating Five should Ireturt 

^48,000 tfiat beOmcini Mad reCeived'-s^contributions received from Keatibg 
from , Keating, Kebting’s /amily and sobfeesj. 


his business assbciq^; DeConcini 
retuhied the money to the donors 
after the government ^ alleged in a 
$1.1 billion Civil suit against Keating 
that the fmanciet had, diverted money 
from Lincoln for j^iblirical and other 
Causes. 

Nader said nearly; $1.5 million from 
lobbyists has poured -into the cam- 
paign ‘funds, of Senate Judiciary 
Committee members. 

“What do you think the lobbyists 
are putting money into the sen ator’s 
campaigns for?” he asked. “To 
preserve the original parchment of the 


kiegie returned $66,100 last yet#.', 
But’the blhefs,, including McCaiftr 
who received' $1 12,000,.have'said they 
wjli ki^p the contribudOns, pending - 
the outcome of the court Case. • 

Keating is the subject, of several ; 
investigations, and the senators’ meet- 
ing in April 1987 to discuss Lincoln 
with Edwin Gray, then the head bf' 
the Federal Home Loan Bank Board, ‘ 
is now the subject of an FBI pr0b& i 
In addition, the House Bandiig ' 
Committee is conducting heai ings 
into the Lincoln collapse. Keatii^ is 
expected to testify Tuesday. 
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Ethics pahp 

to ‘Keatiiig 5’ inyestigatio^ 


By Sam Stanton and Anne Q. Hoy 

Republic Washington Bureau /’ *• 

WASHINGTON — In'ite ferg^ 
case everi the Senate Ethics Commit- 
agre^ Friday .to hire a special 
outside counsel to investigate the 
involvement of five tJ.S.. senators^ 
including Iwth of Arizona^,- -in .the 
Lincoln Savings and Loan debacle. 

.. After a two-hopr meeting behind 
' Inclosed d oors Friday, the panel unani-’ 
mously agreed to hire Washington, 
D;C., attorney Robert S. Bennett -He 


will determine whether the senators 
improperly intercede two ye^ ago * 
s,in behalf .of Qiarles H Keating Jr., 
Linoolnts. former owner and a major 
campaign contributor to all five. 

: -Bennett also -will look into allega- 
^tioiis ..that Sot. Alfonse D’Amato, 
R-N^Ym used his influence to> improp- 
erly obtein f^eral housing grants for 
associates. ' V’ . ' . - 

", ‘ •The pahd’s action, in the Keating 
case is unprecedentSd in IhE’ commit- 
:tee*s -Ti-year history* ’ Never before 


have so many senators been involved . 
in a single investigation. 

*‘The action does not suggest in any 
way that the committee has made any 
decision or, found any indication, of 
wrongdoing, or that a violation of any 
rule or law has occurred,” committ^ 

ChairmOT Howell Heflin, D-Ala., 
said. ' - . , 

"In both cases, the committee s 
decision to retain outside j^pnseLis 
made solely to assist in obtaining and 

— See%Um{ii: pageAU . , 
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[yfialyjnnjM^ifioAtfMorm 5-V 
:-The . .senators, ^nown • :as ••■ “the 


i&'Jfiv^” .have 8aid.,they. ^did 
bcrat- 

^eiin&/©e&k4fti’’^^^ Repn IKcm ^ 
’^Wlidcdaiqfboth^f'X^ ^ 

[)h^'^d:|:^;R.dd^ ' >j 

§ T^>-raF'|astodyn^ 

•the ■ 

gre%t^ .ij^-^|th#iin'^^ga^^ 

«n ts^nfidrauai -}nemo'4h8^ 

(Pint’s ofii<» prepared two years ago in 
Jf^eating’s behalf. .” ...Lr..'.,.ij-. „ 

S The Republic obtained 'the.Triemp. 
.3|is(' month. -Fbrmer"<3Federal ’Home. 
3Lo|fe BaiJc Boar4.'Chmman '^win 
^i»y said^.|>roves DeC^odni to ‘ 
$ub^a deal .-^br "Keating 
^owmmen^" ‘ '4; 

<p fhc. docuihad..:i^eaded, “^at 
mt^ricah pbntih'artal 'Wwts From . 
Jpray'For Con^si6n8^’ It explained 
l^hat Ketding’;s.;Ameri^.^ntiAen.ta^ 
of Phoenix wm willing to do if 
j^ray’s agei^ 'would^a^^ 

•do^ to b'dp'|Cin$^^. ',4s^^r-r ; •■. 

S Pef^ngroi ^enfOT 'idiat the ,j|OTu- " 
i^ent wajjp^ipf.a deal JO: get ;Hperal 
ffe^lato^dff Lincblri’s'baclc. 
jj. ikmer^n'..’ >.;Continentol (j was 
gLilWln’s'.t par^nt-;"firm ^fojfe';-the 
«ovemment aSeiz^ ^e-:;Caiifomia 
April 14. ’"'i'.^ • 

Jj. ’^e Semto"ahd"'FBI iifquines^e 
^art. of pxj)anding,govbnimeni, investi-. 
•eatiohs jnto ^e . collapse . of Lincoln 


!i|>aign contributions. 

£ The (Scandal - threatraV^'to ■ hnhg'' 
^own the--^iiti^l careers of wnators 
■with a jjoipbip^ total oCy7|'.yeais in' : 
iitbngr&.r. ^rkr. ( •'• •.-.,-,.V , 

The affair already isoconsuming 
^uch of their 'rime as they try to 
feather the political fallout. Ethics- 
^anel members ,;paid. -their -review, 


•^hich stems from ja Ml ‘by citi 
2obby Common 'Cause -'Jast mcii 
^uldatake months. ■ 

f Th|y- added that Bennett 
|analy|e information J)ut emphasized 
Ijthat Ihe 1s' (;hot‘v ^ . .indepeiident 
rWosecutor. ■*’ ‘‘ ■“ ' '■• ‘ 


L’^TIi^panbl dso sil3 qt-«has hot vet 
t^en the formal step of initiating a 
-preliminary inquiry” into the matter. 
%atis the first of three/ormal steps 
the i^el^fiay <take.”Uhe s^n3"ts an 
“initid, Tcview”.- mid' the 'third i? a 
full-sc^e investigation/. . . >>-- 
?• At a'pr^i (^'fcSreiice'Friday on ah' 
Unrelated • topic, . DeConcini and 
McCain both said they welcome the 
Ethics Committee probe because the^ 
believed they willjje cleared.^ -X'""' 

! ' McCSC4^l^;‘-|hal*^S''acti6§l> m 
iKealing’s behalf had nothing to do 
Iwith $112,000 in campaign contribu- 
fetions, saying that he would have done 
[»the same for. any large employer in 
^Arizona. ' '■ 'V' ■• ■ ^ 

[; “I can say, that • categorically,” 
LMcCain said. • J •! ' ' s ' ^ 

I “I can say that absolutely and 
Itotally categorically, that- 1 would do 
«xactly<]the same thing for a pereon or 
k comnany that is a major ecdnomih 
ihctor.l V r . " 

But,l]McCairi 'added, the app^rana 
fif two 1987 meetings -in which the 
^senators asked regulators why . they 
were taking -.so,..,,long M> examine 
sLincoln’s books was '“very bad.” He 
isaid he would not participate in such 
^sessions again. / ; 'i ■•.,"• 

;■ McCain is .the .only one of the five 
Who has yet td 'file a report with the 
ethics panel explaining his actions in 
Keating’s behalf. He is expected to do 

that soon. 

Glenn; ^id-'h'e did "noting -im- 
propeh Hd 

isbught supi^W fw the appointment of 
|wo associa&, OTe jto a judgeship and 
k second, ‘jLee, Henkel, to the bank 
iboard.fjGlehn said he refused to heltfl 
[; KeiUng is expected to tell. bis side 
pf the story Tuesday when he tes.ti|es 
'beforeiithe House. Banking Committee. 

• M. Danpy Wall,*. head of the bank 
board’s sucefe^pr agency, the Office of 
j'Thrift Superrisiop;i; rfso;^i8-«cheduled 
[to appearhidespite rumblings that 
■President .l^usblimay.try -to -firp .Him 
over the l3hSPln!fiasc^'. 

Wall 'Has been accused by House 
BankingVCornmittee^Chalrman Henry 
Gonzalez, :’D*.Texas, of lax regulation 
ithat led:;;!b 5 ,;;the ' failure ’.of:,'Einwln; 
which is' expected to be the nation’s 
!COS tliest'^L bdljapse.'Taxpayar^ 
encT up tooting abill of $1.5 billion to 
l$2.5 billion in'the Lincoln-case. 
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PhoeiiiSan^ Crescent seized 


By Lisa Morrell and Andy Hall 

^Ttw Arizonn Republic 

;In a;ppb-dawn moy^ more than 50 
;federal' tmift managersi^';'FBI agents 
and private security guards ousted' 
Charles H Keating Jr.-s regime from 
/its “havCT <rf peace” at the. Phoenician 
iKesort. md the.-Cresccht Hotel on 
tTbuisday; V- j ' 

ilhe '^’^•^iWerS JE%6sit 

*roke'*Keating’8 •h^-.hold ;<ni- his 
IJncoSn: .'Savings ■ and - ' tyhich 

■jegula^ i^zfed -in Aiml.' A liijacoln 
subsidiary dvms 'a majority ,st^e in 
thmhbtels. -n t - - . • • , 

» ;urad Bolatid,-;a-' fpdcesih^../:f^^ 
>lJhtoln-8 fonuCT /parettt conljahy, 
^hofeix-bascd America Gontihehtal 
Ot^» fCpndemned Iha /federal take- 
ioyef-as "Gestapo da^tics.” Keating 
i^reseiitatives, also .atefiised ■ feder^ 
!pmci^' of • .imp«^>erly . pressuring 
Keating’s Kuwaiti .business partners 
Into allowing the managqnent change. 

Keating did not return phone ^is. 

- |He and 23 other ^ploye^- vvere 
from thdr jobs at The moeni* 

f , a-^Srroom:golf, {tennis a||d .spa 
pItt Slink into-Catfrdba^^ 
jn.; JPhoeni^ and '^ifrom the 
rbcmi; iCtescept -)horth 

. . -.t..rr5tefHbEWCIAK, page ’AZ 
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seized 


^pj)6eiux.-^-T6e<>4iotds ^ploy ^ibout 
!J5oci:p«)pie'.:cii*^ v :. 

fiiirf OTpioyecs include Kcat* 
^%g’s>wfe*'K!ary Elaine Keating, 4wo 
daughters and two Mhs>in-law. . 
iii Keating drew. no salaiy as manager 
jbf TT^e Pho«iciani but he continues 
r^ve a $50P,0(|^a'year salaiy as 
Sehaiipian of Am'eiican^Cp^ . 

te,>£teting is scb^uled to testify 
^Tuesday ;befor4 'the; Hduse. .Banking 
€0|ninittee.'in its.' investigation Of the 
$2 1 iilion collapse of Lincoln. Boland 
saic . Ibursday Jk&l . Keatipg will 
appbr but has nbt yet decided 

whethCT (o feSfify," 

The hotel tekeoVer was made 
possible after Kiting’s Kuwaiti part* 
hers dropped their^siipport of Keating 
;ap'd illowi^ f^(^ officials to ap^.; 
ipoint new hotel managers. • 

V ‘The federal gov^ment had been 
trying to take control of The Phoen- 
ician and The Crescent since April, 
after. S&L regulators seized Lincoln 
Savings, which "holds a 55 percent 
stake in the hotels through a subsid- 
iary. J^e Kuwait Iny^tment Office of 



.;-M(ke:Snil^/The''Arizcma Republic 

Hans Torndfrsizky^,' who has liiofe 
than Z5. year^' experience.in.the.hotel. 


London, a group.di" Kuwaiti investors business. Is the new manager of The 
. based, in that city, owns the rest. ,, ' . ' Phoenician and the Crescent Hotel. . 

Without toe consent of holders, of .. 
at lemt 75 percent of toe stock',; •np" 
ihana eroent changes were possible.. 

:Th PDIC got toe Kuwaitis’.: 
coopeliation within toe past two,i^ys/* 
said Mark Randall, managing iagent 
for the Federal Deposit Insurance 
Corp., which .oversees Lincoln. He 
d^lincd to discuss why the ^uwtitis ..suS^ibioU 
changed thcir "'Operations .and the executive offices, 

Webehevetoattoei^nge-mtoe Heibert Chin, a government 
management . . . . will help maximire y,ho jstoveiseeing the manage- 

toe value of our-mv^^enL” Jtandall - changb: 'Locks were changed on 


|fhe fedcial takeover, which caught 
KeatingVmmagement team byisuf- 
piise, jbegftn ^ about a dozen federal 
ofticials ahdi more than 40 support 
'personner'^ritered The Phoenidan at 
1:30a.m. Thursday. I 

They .;^led off “sehsitiye” areas. 


u A .1. j .t. , *he office dooci,' Jncluding those of 

HesaidthePDIG.seized toe.hptels fired employ^; ' 

be^se of .*^V0rali dissatisfaetto v*Messehgem delivered letters to toe 
with thc,^^rate management of ^ bomes of the fired" employees at about 

tclliQg "'to]tot toey no longer 



•But Bolarid^ahd Aiperiran ^nti- American 'Continental workers who 
‘nental atfpriim James.^^ and A. ."are .not ptoE^ion’al'-hotel people,” 
»Melvin thlpDojiiald -.said .that “.toe Chihsaid. 

Kuwaitis agr<^ to fire. Keating only,' ; Mcbonald,'toe/Am^^ Conti- 
, because the;U.S. government pres; nefttal altomey,‘ said Keating spent 
sured the Kuwaiti government. The., many of.his. dayS af an'office in The 
i three men woul4nQtsupply details. Phomician, .working pn .business mat- 
I 'Feder said the ' Office pf-^rift, mrs;. Mcttohatd' said tiie loss of toe 


(Supervision, which;^ oversees the 
'savings and loan industry for toe 
FDIC, had subpoena'd! all rdxirds 
regarding the hotels JaSt Week. That - resort. That was-tohim and his family 

move, he said, like^^ irritated . toe • 1 _.*— ..j*_ 

because it /opened toe 


hotels would hurt Keating. 

, “There’s jib question, that was his 
life,”' McDonald saidi “He loved that 


Kuwaiti; 


'a hayto pFpc«5Cr^tw»:a culmination 

. / of a 'drednr’jBvery.fdittff^ every touch 

possibility that their investment <»uld toerej enibodiedtodr creativity.” . 
,beexpos^topubli.c‘^totiny.'.'’4i,i:X' .'';?^ «;McDonaldVltembasted toe federal 


vsoffiaadstiactics.. ’ 

'•“father than go like gentlemen in 
•tote middle of toe day, theywent like 
storm troopers in the middle of the 
-night,*’ he said. 

*?It was literally a coup d’etat” 
-Kandall said that the timing was 
chosen because “both hotels are full 
and our .primary concern in doing this 
was to :minimize disruption to toe 
:j>atrons;” .. 

McDonald and .Fedter said toe 
takeover would harm toe hotels 
because they were making ihoiey 
.under Keating’s management ' 

“I think they (the federal regUa- 
tors) are" hellbmt on making The 
ThoenTcian info*ahbtoer.Motel Six,” 
McDonald said. 

Among those ousted were the 
general managers bf toe 'hotels, 
Michael Kelly Of TheThoenician'and 
Keating’s .soii-in-iaw Robert Hubbard 
Jr.-oriTie Crescent . 

In their place, the FDIC hired 
Hans Tumovszkys, a hotelier with 
'.more than 25 years of experience in 
• the hotel industry around toe world. 

Hie comes from toe Lodge at Vail in 
..'iVail'Golb. 

" ?TurnPVstoys;'47i "arrived in Phoe- 
nix late T uesday night . 

...He met with "employees of iThe 
"Phoenician - on Thursday .^nd fwill 
meet with Crescent employees toqay. 

- '" By-Thutsday afternoon, hotel em- 
ployees' assured guests and criers that 
it Was busings as usual and referred 
calls to' the ItoIC officials and 
.public-!relations agrats there,: ■ 

"A fashion show was being held in 
.'•Tbe Phoenician’s .bfaborate 'ballroom, 
r, Guests relaxing in. toe hotel’s main 
lobby said they weren’t worried about 
how toa -change might affect toe 
service. 

' One department head said a letter 
was taped to his front door at iiome 
early Thursday morning, telling him 
that he ;nP longer had a job arThe 
Phoenician. An e^lier frantic call 
from hil office sent him to The 
Phoenician about 2:30 a.m. People 
. were “panicking attd crying;” Some 
feared .'they would be fired by the 
federal officials, he'said. 

Jphn Akins, ah events organizer at 
The Phoenician, said Thursday that at 
2 a.m., “we got wbrd that toe (feds) 
were storming toe Bastille, so we 
came down as extra help” to set up 
for a conference that his client was 
holding at the resort’ 

When Akins and his crew arrived, 
“we knew something Was wrong 
. b^use -we saW-Budgtt vans with 
sloping men with earphones.” 

“All toe feds looked real fatigued 
.today?’ he said. - 



s 






FD‘350 (Rev. 6-8-81) 




\ 



(Indicate page, name of 
newspaper, city and state.) 


(Mount Clipping in Space Below) 



■a » ‘ ' ... \ 


Date: 11/19/89 

Edition: ARIZONA REPUBLIC 


Title: 


Character; 58C~PX 41605 

or 29A-LA-102009 Sub E 
Classification: R 0 - 3 0 7 A 


Indexing: 


* - A cscord 
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‘■“fr^hman'Re 


c^nling 16 the prevailing mythol- 
ogy, an racounter'with*five U.S. 
senators four Democrats and a 

;an 'Repuhlican ~ threw Reaganite 

iViegulators-into stSch -tt mzylwo’,y(Mre ago 
fthat they nil ;but -Abandoned a smootiily' 
Virunning investigaUon of Lincoln Savings, 
land Loan artd'its opeinibr,*sGharles H 
^Keating, the Rhoraix moralisfand mMip- 
•Solator. ■: 

i The senators, dubbed “the 'Keating' 
ii^ve” by spin<6ntrol artist^' have bec»me' 
|the principal scapegoats in the nation’s 
isawngs and loan fiasco;' . * " • » ’• j 

Jf--?iMay I mayolfer'a modert dissent from 
|ihe baying'^ the mob? It fis. chasing the 
jtWTdng.guaity; ti. 


; ,<»»*, -f' I '<*»(•' 


1^0 one}doubts-that Mr. Keating fended 
;!spfr the invesUgators who came poking 

Snmehbw he- cot a 


gbmehdw he .got.a government apdit 
fs lifted firoih San Francisco t6 Washing- 
■■'nih,' . where officials ' were more sympa- 


■'Tthetin. - 

• He actually had the White House put 
one of his business associates, Lee Henkel 
Jr., on the Federal Home Loan Bank 
•‘.Board.' 

• ■ From both Alan Greenspan, the re- 
. .spected -economist and present head of the 
Federal Reserve Board, and Arthur 
• Young '& Co., the prestigious accounting 
■ firm since reborn as Young & Erast, he 
: ’,got glowing endorsements of Lincoln’s 
precarious invcsUncnt practices. '* 

- . Thus armed, he then stymied an 
" -investigation by the Securities and 
“ ohange Ccimmission, whose curiosity Lin- 
coln also had aroused. 

•i • All this is clear. ' ’ * . ' ' 

' What is not clear is that the' meetings 
with “the Keating Five” —the focus of so 
much .blustery attention — . threw the 
. 'government bloodhounds Off the Scent, , 

. • The first meeting was with Ed Gray, 
’^the former gnbernater ial press secretary 


whom Ronald Reagan picked to head the 
Federal Home Loan Bank Board. 

Mr. Gray says the senators triM to 
muscle through a deal on Mr. Keal|ng’s 
behalf. ‘ ' 

•The senators deny it,- and their denial 
.'finds corroboration in notes taken during 
' a' subsequent meeting with bank board 
regulators — notes taken by Mr. Gray’s 

■ own man. They show that the senators 
. made no demands, asked for no favors, 

and carefully backed away from sensitive 
^eas; ■ • ■ ■ . • 

' ^JVhy tvould five -U.S. senators lean on 
Ed"* Gray, but behave with such rectitude 

■ towa^i-his subordinates? It makes no 

"sensei ' ' • • . 

These two meetings, we are asked to 
believe, led the bank board to remove its 
inquiry from the jurisdiction of the San 
• Francisco office, pljicing it in gentlejr 
hands. 

That so? The fact is the decision t 
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move the investigation was made by W. 
Danfly Wall, Mr. Gray’s successor 
man' with whom the senators never met. 

A]|5o, Mr. Gray says he learned — we 
me libt told from whom — that Arizona’s 
Sen. Dennis DeConcini made a horse 
made with the White Hous^ swapping 
•support for contra aid for Mr. Henkel’s 
appointment to the bank board. 

, Yet testimony out of Mr. Gray’s own 
mouth confirms that Mr. Henkel was 
already the choice of. Don Regan, the 
president’s chief of staff and White House 
inajordomo. 

Why, for crying out loud, would Sen. 
DeConcini need to dicker with the White 
, House over an appointment the White 
’House already was pushing? , . ^ 

■ I sprat much of last week and the week 
f»fore in Washington, renewing old ties. . 

I heard Mr. Gray testify .^fore the 
1 ouse Banking Committee. I falked with 
atfarge number of Washington insiders, in 


and out, of Congress. 1 “ ’ 

. Everybody I spoke with agreeil that the 
five senators had been- imprudent, (even 
foolhardy. But everybody also agreedlthat 
going to bat for constituents is what 
members of Congress do — not occasion- 
ally, but all the time. 

Such “interference” makes the bureau- 
crats squirm, .especially when they are 
haunted by the knowledge that they-badly 
bungled me Keating investigation ;two 
years ago. • 

So thejj roar about “the Keating Five,” 
hoping this may: 

1. Obscure their failure to press the 
Keating investigation when it counted. 

2. Burn the five senators so badly that 
other •membei's of Congress will be 
discouraged from intervening on behalf of 
•their constituents. 

• -It -may work. If it does, pray yoi 'never 
have a problem with your veyeran’s 
benefits. 
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Crahstoh-2. 
aide took ^ 
Keating trip 


I By David Wlllman 

^jKnight.Rldder - 



gTmrs aide jtook a trip partially paid for 


Fby Phoenix /developer ‘Charles H 
I^Kcaling : Jr. ^Within 'one week rafter 
£!rtmstdn.^ "ih- 1987-^ith 

S ral fegidators. in behalf pf 
i Lincoln .Sawhgs and lAn, 
rds and interviews ^pw^ • . \V 

he 'Oanston aid^"^ Carolyn p. 
Jordan, in March urged lh(f office w 
William Crawford, Califbniia savings 
and loan commissioner, to support 
Keating’s last-ditch proposal to sell 
Lincoln, according to state officials* 
^The ;thrift was ,by federal 

k/regulators Aj>ril 14,*i98 

Cranston ^pprov^, Jordpm’s 1987 
;^’trip'''^from tfi- 

^‘‘ Phoenix' in 1987, the"'senator ‘^id 
. through a spokesman Wednesday. 

On April 2, 1987, Cranston and 
three other senators met with the 
nation’s top S&L regulator, Edwin 
Gray, to discuss the plight . of 
Keating’s Lincoln Savings and Loan 
‘ Association, based in Orange County 
in southern California. 

On April 9, 1987, Cranston, a 
Democrat, and four other senators — 
^Dennis DeConcini, D-Ariz.; Donald 
^Riegle, D-Mich.; John McCain, R- 
vAriz.; and John Glenn, D-Ohio — 
*mftl with other officials fronf the 
^ P^peral Home Loan Bank BdWd’s 
\ , pflice in San Francisco. | 

• yThe regulators warned that Lincoln 
was' Operated in an unsound and 
/possibly criminal fashion. The tax- 
‘ payer bailout of Lincoln is Expected to. 
cost $2.1, billion, the oration’s most 
expensive.** , . ''"I ' 

^ Records Jordan Hied last year with 
' .the Senate Ethics Committee show 
; that her trip began April 13, 1987, 
j and ended April 20, 1987. She listed 
Keating’s American Continental 
Corp., parent firm of his S&l^, as 
J having paid for her lodging. j 
jV A^rding to Senate rules, S mate 
/ aidejl are required to disclose trans- 
portkion, food, lodging and entertain- 
. mem valued at $250 or more. . ^ 


TOn* die~sabe form, she wrote that 
’ Jier air fare, with a “stop in Phoenix,’’ 
for by an i ndu c try - fi &L 
^^\group called the “Thrift and Loans 
|V Assoc. Calif.” That group could not 
| - .be found as of Wedn^ay, 

, Jordan said Keating’s company 
p paid for her lodging and meals for two 
mights, but disclosure forms reported 
-only free lodging during that week, 
r Asked whether Keating’s company 
paid for all of her meals, Jordan said. 
If “Oh yes, of course. You think we paid- 
" ourselves? Be serious. We do these 
things all the time. There’s nothing 
i^unusualabout it.” 

Jordan said she was accompanied 
on her .trip to Phoenix by “one or 
gttwo” .House aides and another Senate 
-aide. ' 

Keating reprcsratalives declined to 


/comment. 




The Senate Ethics Committeel and 
|Jlpe Justice Department are invest igat- 
f^Mjlg the actions of Cranston ancbthe 
t-" (ilher four senators. Keating is facing 
^ federal investigations. 
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We must not intunidate senators 


Editor: ^ 

1“ Hiere -lias -been* much di^ussion 
t^ntly regarding the activities of 
Charles H Keating Jr. and Lincoln- 
&vings and .Loan. 1 am- not writing to 
prwlaim Mr. Keating’s innocence or 
guilt. I’m, concerned about a much larger 
problem that could have devastating 
results on our system ^of checks and 
ibalances. , . t. . ' ^ * 

^ ' It is imperative that we feel free to call 
upon our senators to investigate the 
bureaucratic process, and oiir senators 
|ie^ to feel free to act on. our behalf 
^hp there is a possibility we have been 
aubjWed to wrong-doing. We cannof 
^low our senators to be called. on the 
bar[^ when citizens ask them for 
Assistance with .a probleni or when 


requested to check into th^ureaucratic 
process. Sortie of the press chose to label 
this treatment as “favors,” or they 
suggest that a person is attempting to 
skirt the process, in ;most casesi this is 
- not justifi^. 

Pari of the responsibility of senators is 
to make sure their constituents are being 
fairly treated. As in any business, the 
government has good and bad employees, 
ahd (here are situations that need to be 
examined. If these employees ever feel 
they have a free hand and are unanswer- 
' able to anyone, we will have created an 
untenable situation. We cannot art Wd to 
I have our senators apprehensive o! cau- 
I . tious when protecting our rights. " V 
I . . ■ . . MIKE INGRAM 

‘ chandler - 
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I or weeks, ' readers -liave been sending me 
copies of U.S. Sen. John McGm’s latest 
newsletter. It is dated Oct. 18 and was mailed 
his ofiice in Washin^n to wh^ to be 

ppusands of people in Arizona. ■ f - ' 

-^McCain addresses his message to *^e^ Friend,” 
^ich is is only right, as it appears that he ^spent 
tuitands d* taxpayer dollars just to send it to us. 
newslettd dewribes what McCain calMa 
• “major victoiy.” Hiis-tp- 
-curred, he.said, whm 1 |k 
S enate “voted -to add|)t 
my legislation -to Teped 
the controversid surtax 
' Opposed by ^lak '.ym^s 
Medicare Ca^strdphid 
Coverage Act) and keep 
those benefits of most 
importance to seniors.” . 
It goa. on fisr three 



LJ. 

MONTINI 

t Republic 
^’Columnist 


1 






On the fourth j»ge is a 
photocopy of to article 
from USA Today widi the 
headline ^‘Ex-POW , is be- 
hind rescue plan.” . • , 
■. The story, which also is 
about th^ Medicare bill, 
begins, as .most 'stories. 
js,.^ W . about McCain begin, with 

^is {irisoner-of'War experience, which the sena'jor 
vtoys He would never use for political gain. 

.^"■Tnis time, he said, *T do have some experie Ice 
',^ith bdng cold and hungry and sick, and certaivily 
having control of my own life. I hope that this 
-%as given me some sensitivity for the less fortunate 
^our society.” ‘ 

Skeptical of ‘sensitivity’ 

r>i The reason so many copies were then sent to me is 
3hat some of McCain’s “dear friends” had difficulty 
^ying his “srasitivity for the less fortunate” line. 

As 1 said, his newsletter was mailed on Oct 18. , 

sit On Oct 16, you may recall, McCain spent the 
‘doming in Phoenix trying to explain at a news 
ixtnference his a great sensitivity for one of the most 
fortunate in our society — multimillionaire Charles 
jHl Keating Jr. • • ■, 

. • McCain tried to explain why he interceded in 
.Keating’s behalf with federal regulators; why he pok 
^jl2,iM in campaign contributions from Kealpng; 
-'why 1 e and his family took trips to the Bahamas on 
^eatiig’s plane, then stayed at Keating’s house; why 
j)is wife had. a $359.0(X ) bu siness deal with Keating. 
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you can ifeasine,^r>that is difficult torfexplain. 

^his newsletter>* McCain tried ihis approach: 

|gn>reit 

^ile (he headline bn |ilcCain*s hewsletto read, 

1$: “POW is behind rescue plan,” the heat Bines in 
:al newspapers read: f 

^ /‘McCain is scrambling to preserve reputation,” 

^ /‘Probe of McCain, DeConcini urged.” , . 

^ .‘.‘Constituents wait for senators’ answers.” 
p^’MbCain, DeConcini lose ground in poll amid 

luting woes.” . : 

l^ndsoon. 

feThere is *no rUention of Keating in 'McCain’s 
l^sletter. A messy relationship with a greedy rich 
is not what McCain wants his constituents to 
^^ell on. It is not what he wants them to remember, 
fer Memoiy, however, is difficult to control. 

l^owed to stop producing newsletters 

example, McCain’s newsletter triggered the 
m^ory of iRon Larrabee, a “dear friend” of 
Ifi? idn from Glendale, who is himself a Vietnam 
Sya vet. Larrabee remembered that m .1987, 

^^Cain said that he would produce iio more 
owsletters. \ 

kJ didn’t remember that but checl^ the 
jh^spaper’s files and found that it is true. McCain 
back then that he would, save taxpayers 
diousands .of dollars by not producing newsletters. 

.urged other senators and representatives to do 
fte same. , ■ 

^"fn an editorial. The Arizona RepubUc praised bis 
w^bn. 

At the lime, McCain said, “I asked for the 
j^search to be done on what it would cost our Senate 
Sffice to send out a newsletter. They tQld us it would 
^t .$1 14,000 to produce and another S35,tX)0 for 





DThen he ^d, “We should make every effort to 
lUcc deficits, and this is one place whereiiwe can 

;e a little money.” \j j u/ ^ /O 1 

^iwonderifMcCain forgot about that promise. Th' '» / 

^Memory: as I said, is difficult to control — -- — r,T;:ivc.: ~ 

jgOr could it be that, in 1987, McCain was felifig(^HED 

g ug. These days, perhaps the idea of spendingdet 4 *vuzE 0 

.^_6ur money to convince us that he’s not wSting 
pfi. money doesn’t seem extravagant. Just another 0£C 0 i 1989 
•^y to express his concern for (he less fortunate. 

I^Over the past few days. I’ve called the senator’s 

i^fice in Washington, hoping to talk todHnr^foue.of 

'hi&.aidfi&iibout his change of heart on the mattet- of 

Ifewsletters. No one ever got back to me. . • . 

>^"'©0 you think they forgot? 
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iiiihay probe 
fithe Keatings’ 


’ . j/V’ 


IpySam $tinitoii 
|^ffcl:AlRnelQ;.Hoy 
|ille|wblic Washington Biireeu ^ . 

|.;^AsrffN<5TtJN Sen. 
•‘5^te'EtWc§ CJtmmitteeis.p^^ tp 
.v™e a {irominent criminal att^r* 
t'n^r. to invratigate five UJs. 

g et, lators,' including .Arizon|i’s 
iWnnis; "pcConcra and JoHn 
tod their .involyement 


bom cdihe 
early today wh^-.fte fall 
;-.^mmittee’. meets, would mark 
' the first , 'time .that so - many 
f‘'^ators have been 'jirob^ by -the 
i panel atfiie same ttoe. ‘ 

^' “--In addition to DeConcini, a 
iDemocrat, and McCain, a Re- 
• tpublican,.the sehators are Demo- 
' taate Alto Cranston of Ctofor* 

-.SbeATTO^, 



^ATTORHEY, from page AI 

Don Riegle of Michigan and John’ 
fGlennofOhio. 

panel’s expected action also 
tobies the. threat to each. man’s 
^litical ■ future • over the Lincoln 
SSawngs and Loan Association crisis 
eventually could lead to their 
from the Senate. 

S&L crisis played a minor role 
toppling of House Speaker Jim 
P*Texas, earlier this year. , - 
|.4,The matter is being taken so 
jserioutly that two of the five senators 
^ye hired crimind attorneys to 
l^rescnt them. ' • 
j.^l'Ieither of Arizona’s senators has 
|aken such a step, although McCain 
|ias hired Jah ‘iBaran, -a prominent 
®lection>law attorney, to help with his 


fe. .DeCbndiii " 'and ' McCai n ismed 
feparate statementsiThursdarevcning 
|n.. w f iidi; 'Tl i ey .toid.Jhey. “welcome” 
^e expanded probe by the ethics 
|»nel, but both said the committee 
had not contacted them. 

t’l would, welcome anything that 
win establish the 'facts,” said DeCon- 
dni, who told the panel in a long 
r^prt last month that he had done 
Itibthing improper. 

: McCain, a first-term' Republican, 
has not yet responded to. the ethics 
-panel’s request for an. explanation of 
eadi senator’s behavior in Keating’s 
behalf. But he said he is “confident 
that an investigation will vindicate my 
repeated statements 'that I never 
abused my office nor took actions that 
.were improper.” 

The Ethics Committee has asked 
Iformer A^istant U.S. Attorney Rob- 
left- Bennett, a 50-yearrpld Washington 
jatiomcjf-who giecialtzcs in white-col- 
'lar-crime casesi tO;launch a “prelinri- 
' r inquiry”, into the actions of vte 
itors, who have come to be knojm . 
‘the Keating Five.” . « 

Bennett declined to comment 
!'^ursday -when reached at home, 
j . However, sources told. The Arizona 
[Hepublic i^at the coinmittee had 
asked Bennett whether he would lead 
Ibe Senate mvestigation. He accepted, 
sources said, but it is. uncertain how 
,:Soon the' committee will make a 
formal dedsion. 

■ 'Bennett already has been retained . 
by, the. ‘committee to _ investi^te 
'.pending allegations of impropriety 
a^inst Sen. David- Durenberger, p- 
Mjpn. He also handled the commi > 
Sfs 1980 Abscam probe of Sell. 

Irrison Willicms, D-NJ., who rji-’ 
^signed in 1982. 

. Spokesmen for the ethics panel said 
‘^hey could not comment on whether 
jl^nnetU brother of drug czar William 
ft^nnett,, would be retained, citing the 
jStoate’s .confidentiality rules. If the 
Icomniittee malces a formal decision 
‘today, it will release a public state- 
‘ment confirming its action. 

>• .The panel, known formally as the 
Senate Select Committee on Ethics, 
launched a prelimina^ review l^t 
month of allegations that the senators 
took extraordinary steps to scuttle a 
government clampdown on Lincoln 
Savings and Ix)an, KeatingVtbrsncr 
nthrift— 
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A “preliminary inquiry” is tte firet 
dp three formal steps -that the ethics 
plinel takes when probing the actions 
ollia senator. The second step is (tolled 
an® “initial review,” and means only 
that the .committee believes “it is 
I appropriate to obtain additional infor- 
Mmation,” the committee’s rules say. 

|, The third and final step is a formal 
.investigation and can involve formal 
bearings. 

The main issue is whether the 
^nators acted improperly when they 
jmet with regulators in 1987 to discuss 
31 government examination of Lincoln. 

•^cilh of the meetings were highly 
unusual, were held in DeCk>ncini’s 
jpific^ and now are the subject of an 
irai- pi-obe and a House Banking 
Committee investigation. .. 

I The first meeting was held April '2, 
1?87, with Edwin Gray, chairman' of 
^c Fedcial Home Loan Bank Board. 

Gray told the House banking panel 
l^t week that DeConcini tried to cut 
a- deal with him to back off of his 
.probe of Lincoln in exchange for 
concessions by Keating. 

' DeConcini and the other stators 
i haib denied that claim. V 

! The second meeting was held a 
wfeel; later with the San Frapcisco 
j regmators who were probing Lincoln’s 
I books. 
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cGain 
ows 

i i 4 

r law.^n 




^ould j^esciie 
feme provisions 

v,5 * iL 5 ‘ r - * !•. ' * 


I ft-Ariz., plans a Senate Ifoor 

1 5hl to save parts of the 1988 !aw4hat 
fleets the elderly against rhedical 
for catastrophic illnesses, defying 
* flouse-&nate conference agreement 
p^aday night to repeal the entire law, 
»exfcept for a handful: - of Medicaid 
provisions for the poor. • 
tf Senate Finance Ojihmjttee 

:J»nfcrees reluctantly accepted House 
;|nastence on repeal, McCain said he 
will use every parliamentary device 
^available to keep some benefits in 
effect, while repealing the surtax on 
Mediae beneficiaries that has been 
bitterly criticized by the elderly and 

^^n since the start of the year. - 
I pc floor fight over the catastroph- 
pills insurance program could begin 



ear 


|oda 


John McCahi / 
Many House 
Republicans 
that salvagin 
part of the 
catastro- 
phic-illness 
program would 
be too costly. 


,, day when the House and the Senate 
g-e scheduled to meet in :«'Wre' 
Sunday session as they race to 
^mplete their business and adjourn 
L Thanksgiving. 

‘ also must deal wth 

j8 $14 billion deficit-reduction bill tftat 
to lift the 

;*iO;)iliion in automatic across-lnfe- 
boar i budget cuts imposed in detobSr ' 
Tindtr the Gramm-Rudman-Hollings 
ifeudgetlaw.. 


p ^rly Saturday rhoming. House 
imd Senate negotiators tentatively 
Bgced oiL sever^ revenueupropowds 
pST^area key component of the 
deficit-reduction legislation^ known as 
jl'.reconciliation bill. 
g -However, it is unclear wheth^ the 
peasure will pass muster .with Presi- 
dent Bush, who has demanded that 
Congress provide $14 billion in “real” 
deficit reductions without retorting to 
ihe kind of accounting gimmicks tiiat 
have become a staple of the rcconcilia- 
donjjrpcess. • . 

c Jn the Senate, Minority L^er Bob 
pole, R-Kan., said he will -Mck‘ 
McCaimis effort to salvage part oflthe 
^tastronhic-illness program. ^ 

^ .Mefi^m’s objective is for the Senate 
|o reject the conference report and 
^nd back to the House a revised 
Ipackage, without the surtax, to 
preserve the law’s increases in Medi- 
Mre hospital benefits and a few other 
Relatively minor provisions while 
ipropping costly new benefits involving 
imt-of-pocket costs for prescription 
^rugs and doctor bills. 

^ The one point of consensus in 
Congress is that the surtax must be 
ifepcaled before adjournment to pre- 
vent another fir^torm of anger f om 
fliedderly. . / . j 

k However, many House Republic ins 
fpar Ithat, even with the surtax 
fepe^ed and the drug and doctor-bill 
benefits dropped, McCain's, approach 
^ould be too costly. 

On the other hand, many Demo- 
prats, including Reps. Pete Stark and ■ 

? Henry Waxman of California, two of 
the 1988 law’s chief sponsors, said 
that without the drug and doctor-bijl 
.prpvisiohs, the law would provide 
only meager benefits to -the elderly 
tod would not be worth the cost. 

The Bush administration has said it 
would prefer to keep the 1988 law in 
effect, bufhas not strongly defended it 
or attempted to work out a compro- 
mise. 

, Under intense pressure from the 
elderly, the House voted 360-66 last 
month to repeal the law, which had 
been hailed oh passage 16 months ago:, 
ap- the greatest advance in M^i^re* 
sine©] the program was enacted' to 
:1965| 1 •. ‘-i ,• f;-- , • 

■ v lli caused a storm of resentmcht, 
•from lithe elderly after .they learned 
'that to help fund It, they would have 
to pay a surtax based on jncoine,.. 
Teaching up to $800 per person for 
1989 for the more affluent. . 
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Ig 'By Sean Gnffin . ^ 

^ ' The Phoenix Gazette 

'WASHINGTON ,-r- Charles H' 
Keating Jr.’s testimony is not neces- 
^ry for the House hanking commit- 
ptee to root Out the causes- of the 
Scandal involving Keating’s Lincoln- 
"Paving and Loan j^ociatiori, the 
coin^nittee’s chairman smil Tuesday. 
h Rip. Henry Goi^lez, D-Texas, 
^i(f the committee /has tens hf 
thousands of reports, memorandums 
land records and is .continuing to 
compile and evaluate material it has 
subpoenaed — including ^ams of 
paper from Lincoln and its parent, 
Phoenix-based American Continen- 
tal Corp. 

, Gonzalez’s jppminents were made 
.at .the conclusion of a grueling 
10^-hoiir session that came to a 

lax hpurc earlier when Keating- 
inv^oked his Fifth Amendment right 
against self-incriminaLtion. ; ^ . 
have no testimony to give today, 


Inside ^ ^ 

Highlights: A breakdown of 
Tuesday’s testimony. A-7 . ■ 

•, Regulators; American Gonti- 
riental lawyer’s boxes of underr 
wear and socks searched during 
hotel takeover. .. - 


sir/’ iieatang-told Groiualez. 

“On -the advice 'of counsel, I 
respectfully exercise my , constitu- 
tion^ privilege and prerogative and 
decline to answer questions Tiere 
today,” Keating said. 

Asked if he was declining to 
answer any guestiohs under the 
Fifth Amendment, Keating replied, 
“That is correct”. 

^ K^ting'left ho. electronic record of 
,his remarks. He ihvoked his right 
under a Hdysajailftbamng cameras 
.and rpcordii^ devices from the room. 


■ The.move caused a near-riot al^ he 
. left the crowded committee room. ' 

, ' With armies of ejected -video 
, camera .operators, photogr^hers, 
' md re^^rs waiting for him' out- 

• ride in -the' jammed .and nM-row 

■ corridors,, a contingent of lawyers, 
bodyguards and .Capitol police offi- 
cers maneuvered ' Keat^ through 

• fhehprdesqhlyynth.great difficulty. 

■ At le'iMt one Teporter was knCcked 

■ down during the chaos as’ the 
phalanx pushed through the crowds 

. .in frQrit of it and .those behind surged 
to catch up with Keating in the hope 
. he would make a statement, ' 

• Keating had also sought to testify 
in executive sesrion, -requiring that 
the' hearing -room be’, cleared of 
everyone but committee members, 
Keating and his attorneys, buj! Keat- 
ing withdtow the request after .the 
committee bogged down in coi &rion 
about how'to act on his request 
See ■ Lincoln, A-6 
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Keating provided a written statement 

reporters saying, .in part, tHat he might 
‘be -.willing to testify later before the 
i committee. 

I Earlier, Rep. Jim ^ach, R-Iowa, called 
j, Keating “an economic porriographer ... a 
i'^nanoiopath of obscene proportions.” ‘ 

P ; Gonzalez repeated his call .for. the 
resignation of M. Danny Wall, director of 
the Office of Thrift Supervision, , 

Gonzalez said nothing in ’Wall’s testi- 
i.mony Tu^d'ay altered his conviction that 
Wall’s failure to shut down Lincoln for 
two years after the thrift’s regulators 
recommended doing so was largely respon-' 
sible for the cost of the $2.5 billion Lincoln, 
^^ilout. 

In addition, Gonzalez said he might* 
legally challenge Congress’ decision ..to 
exempt Wall’s position from Senate con- 
firmation in approving the S&L bailieut 
bill, last summer. ... , ^ ■ ' ■ 

If the challenge is upheld. Wall would 
be|serving illegally as OTS director ahd 
wquld .be required to resign or -Hi if 
nominated by . President Bush, wi^h 
-Gonzalez deemed unlikely — face Seife 
cpnfirmation. , t. . 

The often-contentious :atmosphere -at 
Tuesday’s hearing brought into the spot- 
light two figures in the scandal: Rosemary 
Stewart and Darrel Dochow, who ^ de- 
flected a large amount of the committee’s 
criticisms fi-om Wall, their supervisor. ’ ’ 

.> Along with W^ll, the two defended their 
actions in 1987 to delay acting on the 
allegations of unsound and unsafe prac- 
tices at Lincoln until they could build a 
bujletprbdf legal case.- • ■ 

■ Stewart who was director of the Federhl 
Home 'Loan Bank Board’s enforcement 
office, contended that the’San PrahciSco 
Home Loan Bank’s examination of Lin- 
coln’s financial condition in 1986 lacked 
the facts necessary to build a l^al case for 
conservatorship or receivership, as- the 
San Francisco regulators , |bad 

"mended. 

. A new examination.^ was ordered and 
.Stewart began to prepare the case for a 
j cease-and-desist order — a,formal (k)urt 
i.prdw^-she^stimated could fakea.^igaror 
two.to bring about. . ■ ' ^ 


uBgant^toconnnn > tho 


W^li sfiid they 
w^!::'5Able... tp' mbgptiate ^ 

dne 

rof ^ii^ripiwnsibhs '|§^eemeht re- 
quired Keating <to^ guarantee 'unlimited 
lii^ess ' of thrift’, examiners to Lincoln and 
American Continental records." ' 

>;’*|thas .got to be in hindsight, for Mr. 
I^{ihjg,w’^aterlD said. 

' '®y’.l??.*'“i^tmg-,free access. Wall said his 
.fuce waS able to make the case for taking 
over Lincoln’s operations, which it did 
Apnl ' ;4, pile day after American Conti- 
nental 'sought protection, from creditors 
under he' bankruptcy laws. .■ . ; 

KeSp- nfr-^^® ’'smoking' gun’’ infehe 
iSf? ^ was revealed in an Aug. 4 , ■ 
?!?Port by outside auditors who 
l^d «juestions . .about ia tax-sharing 

teCTGenieiit; ^ a . ® 



M rnt ■ -‘*'^***v^ •i-nycui.jjdxiR.# 

J ^venthd 

required Lincoln 
• ■ pay. ite entire -• tax . obligation ' to 
ii^®?il5fh^C!ontirientaleacH vPar. • ' 


LSt it will not be 

I remitting to tlig^,^ cuirently." ■ “ 


Susan 
Gallinger, 
•director of the 
state 

Department of 
- Insurance, 
talks with Sen. 
■Bill Delong, 
R-Tucson, 
during 
Tuesday's 
■ session. 







John Blackmer, The Rhoehix Gazette 
■Chdcles.H Keating Jr. watts to testify; ' 


photographers banne( 
dJ Keating’srequest 

^ l^hwfa«^^illior^^^ire Char H Keating Jr. invoked 
>';Hou^ rules .to have television cameras and still 
■phdt^aphers banished from the House banking 
committee hearing before citing his Fifth Amend- 
'merit ^ht a^inpt self-incriinination. The exchange 
fetWeen Keating and Rep. Henry Gonzalez, D-Texas, 
Ijanlpng committee chairman, went like this: 

'.’•^ donMlez; “the witness may proceed with his 

T6C|UGSt;*”' ' , ' 

" Keating :'"Mr. Chairman.^’ ' •' ’ 

. • Gonzalez: “Mr. Keating.” • < 

^Keating: “I respectfully request, pursuant to Rtile 
‘vl1F2*211, television broadcasts, video broadcasts, still 
' photography be precluded during my appearance.” 
Gonzalez: “The witness has asserted his privilege 
!’uhder the Rule 11 clause ... We must insist that ail 
' camera lens.es be covered immediately, immediately 
(laughter from crowd). The photographers are in 
•violation of the rules of the House. You must cover your 
lenses. These are the rules governing the House.” 

• After the cameras were covered: | 

. Keating: “On the advice of counsel, I respeci fully 
e xercise ro v constitutional prerogative and privilege 1 . . . 
'and decline to answer questions here today.” ' ‘ 
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By Terry Atlas • ' ^ ' 

Chicago Tribune ' v" 

WASHINGTON— Embattled rtioenix lawyer 
Charies H. Keating Jr., who oiltiyated political 
influence in Washington while allegedly Jootmg 
ihillions of dollars from his California savinK, and 
loaili, refused Tuesday to answer qu^ons from a 
congressional committee investigating the costly 
failme of his institution. • . . 

After using a House rule to bar television '_Md 
still cameras from the House Banking Commift^ 
liearing, Keating invoked his constitujdonal nght 
against self-incrimination. “On the advice of coun 
,sel, I respectfiilly exercise- my constitational pre 
rogative and priwege and decline to ainswer ques 
tions here today” he said. - . . 

the brief appearand by Keating, target of feder- 
al criminal investigations jmd a $1.1 bmon civil 
racketeering lawsmt, was the dramatic high pomt 
in a 10-hour hearing in which key federal rela- 
tors den^ that Keating’s political connections 
had inf^6nced their actions. . • . ’ . ’ 

The/nation’s top savings and loan rq^tm, M. 
Daniiy Wall, director of the Office of Tl^ Su- 
pervision, conceded that he and others in^de some 
^mistakes in the case of Keating’s Lincoln Savings 
and Loan Association. But he also said deception 
by Lincoln led to the thrift’s failure, which wiU' 
cost taxpayers at least $2.5 billion. . , r 

Wall asserted that his actions “were devoid of 
.,any political influence. I was not under thejpell oi^ 
>'Charl6s Keating.” ’ ■ J , 

IJowever, the special nature of Lincoln, which » 
'One thrift examiner called “politically dangerous> 



Charles H. Keating Jr. refuses to testify on 
■coin S&L at a congressionai hearing Tuesday. 

in an internal memo released by the committee, ^ 

was apparent throughout the testimony as names 

;of key lawmakers were, linked to Keating. ^ ) 

For instance. Wall disclosed that he received >1 \/ ■ j 
;.phone calls from two k^ Democratic s^^ore/ /\/ 

Alan 'Cranston of California and Dennis 

cini of Arizona, who expressed unusual interest in \ 

"Keating’s plan to sell Lincoln days before feder^ . 

regulators moved to seize the insolvent thnft April. 

14. Cranston also requested “sensitive re^latory 

‘^'SSra^g Damocra. on 

“ . Z*. See Lincto^gtg 
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e, Rep. Carroll Hubbard 
itudcy, ad^ov^bdged e^y 
iring Tuesday that be also 
Wall in early April at die 
of former Rep. John 
(R, ‘Calif.), ’who ••headed 
\^ose application to buy 
^Lincoln was rgected by r^ulators. 

'I The Senate Ethics Committee is 
Ikxildh^ into whether five sen^is, 
^cjbdnig Cranston and DeCon^, 
fimmopOTy interfered with r^ulitors 
ton \pehalf of Lincoln as bac£ as 


-198| in return for a total of about 
i$1.3» million in campaign contribu- 
ifions arranged by Keating. The FBI 
feportedly also ‘is scrutinizing the 
contributions. 

: Merhbers of the House Banking 
iCommittee, their staffs, reporters, 
government r^ulators and a few cu- 
toous tourists crowded into the com- 
linittee hearing room for a .^hibse of 
Kiting, the tanned, lanky and mys- 
terious figure who has becoine me 
ilhtest savuigs and loan executive to 
i^bolire me iUicit dealings and po- 
litick clout of me iridustry in me 
j;198(te. ; . 

I Rep. Jim 'Leach (R;, la.) said 
fReatihg, who led an antiobscenity 
Icampai^ in Arizona, “^pe^, by 
•tme record, to be an economic, por- 
nographe* defiling me value of me 
^vings of me elderiy and adultera- 
ting me safety and soundness of me 
American financial system.” . h 
' flAnd a liumber of committee 
embers said afterward that 
.l^eating’s unwillingness to testify iWill 
intake it difficult, if not impo^le, 
to determine why federal r^ulators 
^didn’t take over Lincoln until more 


than two years after me first.signs of 
major fiimdal trouble and possibly 
wongdoing at me Irvine, Calif.- 
mrift 

f 'After Keaitiiig left me hearing 
■room, one of his lawyers distributed 
"a three-page 'statement ih which 
Keatiiu urged Congress to use its 
’.investigation to learn ‘the facts be- 
fore engaging in spurious accusation 
and hollow impeachments of inho- 
^cent persons.” ' ■ . . 

^ 'Rearing said he has offered to 
:make available to me committee 


more man 20 million pages of docu- 
ments, accumulated as part of pend- 
ing lawsuits. “If Congress is truly in- 
terested in learning what h^pened 
m Lincoln and who me real pw- 
petrators were, men it wffl provide 
. more man mere lip serviceitto its in- 
• vesrigation and merefore v\lU spend 
j me fenoimous amount of tme .nec- 
' essary to ferret mrough the real 
fact& ... I am not sure mat Con- 


gress is up to me task,” his state- 
ment saicL . ' ■ 


i ^fKesdiig has, (jUjjpded all .along 
aihat hft and'LihcoWw^ targets of a 
Vvehdetta by f^tdators wh^jototst^ 
jfa liliTj^ gresave investing m real es- 
tate, jtmk bonds and om^ lidcy in- 
vestments. And in his statement, he 
predicted that me cort of cleaning 
up me nationwide savings and loan 
mess w^ come to $500 billion— 
nionp than three times me $160 bil- 
lion approved for me task by Con- 
gress — which he called an “over- 
whelming indictment of bom past 
•and present” r^ilarion. 

Many members of me Banking 
Committee would likely agree wim 
that assessment, and mey expressed 
' f ringing criridsm of the top thrift re- 
gulators who appeared before mefn 
eariier in the day. 

Leach called Wall me “Neville 
Oiambeilain of finandal r^ulation,” 
referring to me British prime minis- 
ter who signed a nonaggression pact 
wim Adolf FBtler. 

^d Rep. Henry Gonzales 
' T U.), committee chairman, called 
t m k Lincoln case an example of ‘||et 
a^ banking up against horse mid 
« b uggy regulation.” ’ ' 
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Mitor: ' . ' . . 

’ • *The ‘^ethics-reform” -'.biir cwieritly : 
before our Congress must rate as a 
classic. On the surface it appears to the j 
. all we electorate might ask, all the while J 
masking a seamy back-door salary 
j^jnfcreases for Congress. This is pthics? . 
’^-Arfi we to believe that the stewardship 
..^enclered by our Arizona delegation, 

; especially pur two senators, warrants any 
- salai^ increase, let alone the nearly 38' 

■ - percent containedjn this "ethics-rcform” 

. bill. The total lack of candor on the part 
*of our two senators espedally in the 
-Keating situation rates Hke the classic 
Nixon line^ ‘T am not a wook;’^ We the , 
-electorate must rate as stppld if we allow 



' Dana Summers/The Orlando Sentinel . 


this level of ethics to go unchallenged. 
This is the legacy we want for Arizona? 
t 1 PAUL F MILLER 

• ■ • Phoenix 

- i”’ . 


’ €k)nsenting politidians make it all legal 

'■ .. . ■' : 

kEditqn ••• -“reformed ethics.” 

p- ’ Rve U,S. senators accept ‘large cam- And, in case anyone failed to notice, 
' oaign contributions from Oivles Keat- the national debt level was quietly raised 
' iUg and associates. •• ’r'..'. - .'i andourstate budget isout of balance. |1 

- \10ur former president, ac^ts' S?,;.-'- All of these actions must have Wen 
;• jMllion froih the Japanese 'n^in a ■yciu' .'^gal/hincfc they are- conducted betwjien 
or leaving office. , , ’ ^ 

'Pi -Our ',y.S. House .of ReprewntatiYes Y/r'--- ’r.i}'". ‘ BILL JORDAN 

tji^otesitsMf apaHncreaseinthenahie'ijf >' ^ Sun Lakes 


; Senators and Keating are all culpable 

' kditoK ■ i ' • were the only constituents Sen. DeCon- 

Charles Keating’s actions as head of cini was looking after Sen. DeCondni 
i 'yWcbln Savings and Loan were flagrant has' previously shown he, will put 
i violations of .prudent .-business practices personal gain ahead of his constituents. - 
1 and ethical conduct for a burinessman. ' The five senators should accept partial 
«,Mr. .^eating -should receive proper responsibility for the harm caused to 
‘^'justice. Mr. Keating’s misuse of institu- investors and stockholders in Lincoln 
i^/tional funds, for -his own benefits and They should apologize to their constitu- 
■ personal aggrandizemqit is equally as. i^ .ents, pay back contributions and other 
serious as those of TV Evangelist ' favors and vigorously seek justice for Mr. 
‘ Bakker. ' f . Keating. . . • 

' A . Also culpablpare the five senators who: - -The proper action for Sen. DeConcini 
restrained government regulators from is to resign. Hehas proven once again he 
/iactil^- against...Lincoln in .J987., Sen. does not haye the moral responsibiliw 
Dennis DeConcini stat^ he was looking expected of a U.S. senator. , • 

: : fout * fo r th e inter^ of his constituents. — -n • HARLEY FARMER 

' The DeConcini and ^Keating families ... ^ Scottsdale 
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|t|robe itaay find pattSRTiol unethical inyolvement 


■BVtor: 

j)As a fohQer ' government program 
' administrator I am well aware of the 
; j>iessures legislators can exert on agencies 
I TCg^ding issues Cf im^rtance to their 
'^'political campaign contributors. 

The involvement of Sens. John . 
^McCain and Dennis DeConcini in the 
Charles. iCeating affair is being invwti- 
• . gated, but it may be only one of many 
'inappropriate interventions by'the two in 
Nthe adrainistrative.and>regUlatory roles of . 
government agencies. There is little doubt 
^a j they pressured the Forest Service 
iahc I Fish and Wildlife Service in their 
eff(^ to circumvent the National 


Environmental Policy - Act and] the 
Endangered Species Act at h^punt 
Graham. There is a need for an 
investigation of the senators’ role in this 
uhfortunate affair Such an investigation 
could well reveal still another pattern of 
unethical involvement by our senators.- 
Perhaps Sens. McCain and DeConcini 
need to be replaced with representatives 
having a sense of responsibility to all 
people and not just to those who fatten 
their campaign funds or who have the 
lobbying power. 

JACK C. FRA JER 
Fountain ^iJIs 
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McCain tells ethies 


’* T *’ ■^*‘*'* 


panel he’Mnnpcent 


Denie s actions 
to aid Keating 
were improper 

By-Sam Stanton and Anne Q. Hoy 

< Republic Washington Bureau 

^'WASHINGTON - Seeking to 
cleat- his name of the taint of the 
Lincoln Savings and Loan scandal, 
Sen. John McCain, R-Ariz., filed a 
96-page report Tuesday with the 
Senate Ethics Committee in which he 
denied any wrongdoing. 

'"^cCain, one of five senators who 
have been dragged into the -contro- 
versy because of their efforts in behalf 
of Lincoln’s former owner, Charles H 
Keating Jr., was the last of the 
“Keating Five” to respond to the 
ethics panel’s request last month for 
information. 

“Let me state at the outset that I 
categorically reject any allegation or 
inference that my conduct or any of 
my ^actions were unethical or im- 
pfojW,” McCain wrote. 


$13,000‘in personal airplane trips in 
— 1^4-86 at Keating’s Dense. T he 
senator paid earlier this yearlorTRQSt 
of the trips. 

But he insisted that his involvement 
in meetings with Federal Home Loan 
Bank Board members was proper. 

McCain also took a veiled swipe at 
two of his colleagues. Sens. Dennis 
DeConcini and Alan Cranston, when 
he wrote that he “never discussed 
with any federal or state regulator any 
proposal to purchase Lincoln Savings 
and Loan.” 

De^ncini, D-Anz., and Cranston, 
D-Calif., have acknowledged that as 
late as this past spring, they were 
trying to persuade officials to approve 
a sale of Lincoln, a California thrift. 
McCain has said his involvement 
ended in April 1987. 

The other members of the Keating 
Five are Sens. John Glenn, D-Ohio, 
and Don Riegle, D-Mich. 

AH 'five have denied any wrongdo- 
ing. 

Last week, the Senate Ethics 
Committee hiri^ a Washington attor- 
ney to look into a complaint by the 
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John McCain / 
"I categorically 
rejectanyalle- 
or infer- 
ence that my 
conduct or any 
ofmyactions . 
were unethical or 
impr<H>er." ; 


maintains th at his ' involvement 
stemmed from ^he iact^that Keating, 
chairman of Phoenix-ba^ American , 
• - Continental Corp,^,ris ;a major -Cm- ’ 
ployer in Arizona. :He said last wpeh, 

■ ft^the contributions of$lJ2;000 that 
' }|«iting;-iraisfed for ,his * campai^s; 
played ho -role in his d^isloh to go tb’ 
thesessidnsl ^ 


government agencies. 

. Rep. David Dreier, R-Calif.,j. as- 
serted during the House Banliing 
Committee hearing that McCain had 
been portrayed favorably on Moi(day 
ifeyening’s MacNeil-Lebrer Report, 
.^rried on ...public television. -I^der 
stammed the other senators, as not 
Ibeihg as forthcoming as McCain. 


'!Qiuy’has‘ testified.before the House - That ^brought sarcastic remarks 
Banking ^^mmittee -'fta{ the first ^rom Democrats on the panel. 


Phoemx finmeier had been a large 
contnputor to all of the senators. 

-Ati^ue is the senators' involve- 
ment m two meetings that were held 

-^eolri specialized 

The first, on Apnl 2, involved all of ' ' rifeKmcIni f 
the senators except Riegle, as w^l as 
Federal Home Itoan Bank '^ard 
Chairman EdwiniGray. 


meeting includedhn ^oft-by DeCon- 
cini to cut a deal for i,ihcpln in which 
the thrift would change its way of. 
doing business 4f the bank board 
would scrap 'aVTUk'- limiting the ' 
high-risk investments in which Lin- 


DeConcim '-hw '^iehied that offer 
-.took place, and tbe other senators • 
.'.Kave'said :tliey.;tio not remember such 


I'.. 


;%esecondt66k#lat».hweek.la# % the 

Inth all five ' .senatois anfi 




'Jn^lyeht ■.thrift has 
I'^makd'^t.-op to $2hiUioh. i 'j 
.. . ..IcGain,.,i-fwho^ibften . has .<^been“ 

Keats ig complained to tte mentioned ks -a pbtMtial piresii^^^ 
|senators that his jBirift was the victim candidate, has launched hn -all-out 
t'bf 8“va»detia” by the bank board. - publicrrelatioits - blitz-oyer the matter, 

r McC^n has portrayed'himself as a . • which is being probed .by the House, 
‘^AdrtMg|..by8fand» in the^sesrions..^^^ 


McCain’s, res^nse to the Ethics 
Committee contained no new informa- 
tion about his involvement 
" And the senator told the panel in 
his conclusion that he has “every 
confidence” that it will “cleai my 
name.” 

“I have committed my adult l;fe to 
military and public service,” Wte 
McCmn,' a former Navy pilot and 
Vietnam War prisoner. 

^ <- ’ “15}? three things I cherish most 

therldst of'>i.are .^e lpve.yOf.my family, my. honor 


,.hh.d^.thejtru^t.bestpwbd tmon me by 
’'tiie'ptople,.pf Arizona.” 

;.-V 'He to answer aiiy questions 
hbouV flic ihatter .fit any" tiirife but 
urged the panel to act quickly jtnd to 
f publicly confirm that John McCain 
did not act improperly or abulte the 
.office,” 



5i'- 


I- • 

News f 
photographers 
snap picture^ of 
thrift regulator.^ 
M. Danny Wall j'' 
before his ■ 
testimony. Wall 
told a 

congressional 
•.panel Tuesday . 
that "my 
- decisions in the 
' Lincoln case' . 
wereilyown,|j 
. was n« under' 

* the sfillof ■ f 
Charles ’ ^ . 
Keatine." 
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iS'swiiri with sharKs 


■i’lic ou wprra’t really, surpris^ . 
u when Charlie KeatinE 
‘'^leaded =the ' Fifth before^ 
S|lhe House BankingCbmmitlwJast 
'WPok, were you? ! , 

Just because he. had an nnprece- 
“sdenled opportunity to tell his story 
^to a ndtiohar audience arid '51 
. ^ngressnum didn’t mean it was to 
his legal advantage. 

. The real question, though, is 
' why go to all the trouble of 
banning all TV cameras and radio' 
microphones if all you’re going to 
do is take the Rflh? 

And didn’t- it strike you as 
ironic that when KAET-TV went 
V back to. its -regular program, the 
almw wasa.documentary^n sharks 
.' lann their eating habits? . 

;‘S|adowof ‘Ruleof 9* | 

• ^e state Senate’s -infamouU 
- .‘‘Rule of Nine” reared its -ugly 
' ihead again last - week, castirig 
.-doubts over prospects for meaning- 
' ful action on Fiscal 2000 tax 
;reform next irionth. 

- This, after Senate President Bob 
vUsdane promised the.govemor and 
. !House and Senate leaders in 
' September that he’d abolish the 


■ ?rule. , . 

Usdane pledged to do away with 
• :the controversid rule — which 
requires certain bijls to have the 

- support of a majority of -the 
.17-member - GOP caucus before 
igoing to rtc floor for debate -— in 
.exchange for JJemocratic help in 
-wrapping up. the September special 

- -session onf' a paid King Day, 

■ prisons and miscellaneous other 
issues. 

(i “They said they -would .not 
.participate in another caucun with 
\me Rule of Nine,” Senate Bemo- 
■tyatic Leader Alan Stephens\said 
of the GOP commitment, “l^ey 
Belter resolve this ... or Fiscal 
2000 just won’t work.” 


U^ane says it'WasnH really the 
. RnteBf4dinc that scuttled autofln- 
rsurance.r^orm last week,’ becaase 
‘he, as president, cbuld haveyan ted 
•;the measure out of caucus arid 


"ichosenolto. , . • 

‘•“-‘Setiftds Bke'a”distiriclion with- 
iout a differenced . 

' “We’ve always said ri Special 
session on Fiscal 2000 will follow 
{ :resolution of the auto-insurance 
I -issue, and that still goes,” said a 
\ 'top adviser to Gov. Rose Mofford. 

^ness who came tp dinner 

At' least the Aiizona Civil 
] ’Liberties Union practices what it 
' -preaches. ^ , 

' ; Any other organization would 
' hiave been ticked off by pick^ 
-marching outside to demand the 
, recall of thdr dinner’s honoree. 

. But that wasn’t the case Nov. 18 
!at the ACLU’s dinner to honor a 
t longtime supporter. Sen. Dennm 
^ \peConcini. In fact, ACLU meri- 
' -Miers -actually praised the fact tha|. 
' %o - dozen protesters exercis^ 
■ -their constitutional rights and held 
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jSi^rdranonstratibn-pulsidB the'Binner 
y^’iWarriplt’s MbloriUiin Shadows 
^’itesort-in Paradise Valley. 

a fr ee (C6untiy;^^ one/told ; 

^0tcR^^lic’s Pamela Manson. 

LuJt wouldn’l; s^.like an. ACLU 
l^dinner without prot^ters, another 
'' . * 

& «^DeC6ncini,' hy. die way, wasn’t 
■<bven there. -He got -held up by . 
.l:SenatebusineK.ih Washington, ; . , 

The protesters ' Jihostly vvere 
, jiipwt over a bill DeCOncini spon- 
;sored that wotild ban nine types of 
““assault rifite.” DeCpncini has 
•also been under fire for interceding 
_ with federal regulators ,ui behalf of 
'"'Charlie Keating ‘ . 

Kennedy connection • 

■ Phoenix attojuey and college 

• prof lOiclc - Mahoney means busi- 
. ness . with his campaign fpr secre- 

* tary ofatate. ' 

The first-time candidate raised 
.'about $5,000 in cash and pledge 
last week at a fund-raiser in 
; Washington, D.C. About 55 people 
“•ittendedj most of whom are old 
political' buddies of his father, JFK 
confidant William Mahoney. 

“It was a love fest of old John 
Kennedy and Bobby Kennedy 
\ friends,” Dick Mahoney said. | 
j ttEveri Sen. Ted Kennedy was ^n 

Vhat brings Mahoney’s total to 
1. aWut $27,000 for an election still 
nearly a- year away. He’s taking on 
\ fellow Democrat: wmpetent if ’ 

I '^lorlcss' Secretary of State Jim 
*“Shumway. ■ ' 

1 -• Itll certmnly help pay the rent ' 

\ on Mahoney’s Phoenix campaign 
office, which is already staffed by | 
l-nhreefulhtime workers. j 

, Spotlight on Corbin 

• Even Attorney General Bob 
Corbin couldn’t escape the pene- 
-i,rating gaze of law-enforcement 
searchlights when he went deer 
hunting in southern Arizona .ear- 
lier this month.'v 

p='- Corbin was sound asleep -at ms 
' camp site just west of the Hu- 
achuca Mountains one pre-dawn 
Saturday when a helicopter noisily 
zoomed into the area and hovered 
just abov6 the tent, flashing its 
spotlight on the license plate of the 
Bronco parked nearby. % . 

I “It was really something. The 
1 tent was shaking and everything,” 

: Corbin said. “I guess theylfe really 
1 serious about looking- for drug 

, , smugglers, down there.” 

•- JJp. diduT bag a deer, either. • 
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The^^ght Mairfor a Dirty Jeb 


' ■, ; By Paul Gigot 
• When’>avflhal acqountlng.ls made for the 
savingslandllpan.scandal, Dante’s Inferno 
will' hate .-aiwaitfeg,-!^^^^^ The' Iin\ at 
Heaven j (jqtte, on the- other hand,,, may 
begin,:afld giid with Heiiry Gonzalezj. ’ 

• As'Jchairman 'M 'the House 'Banking 
Conimtoee, t|)p,.SM;Antpnio Democrat is 
resp 9 hs|bt^ fbr;hearings that are providing 
Ibe firetrpttbtlcyace^ $300 bilUon 
worthvbf ralJeg' gpvCT^ In the. pro* 
cess(Jl}a!e;dbhe' the unthinkable and cast ■ 
,his,.spoQight,-nptimerely oh the executive.' 
■brancn,\'butaleo. ;5h.his colleagues hr Con* ’ 
gress^'He’s.lettlijg the muck fall where it 
may. Without his persistence, the nation 
would, not be learning all it is about high- 
stepping banker Charles Keating, his five 
friends in the . Senate, phantom regulator 
Danny Wall, and influence-peddling-as- 
usual in. Washington. i 

Is this Congress’s Watergate? “I think 
so,.” Gonzalez, said in an interview 
over a .f:45 breakfast last week, only four 
hours after te'd.leit the House’s last ses- 
sionr.S'pveiybpdy contributed. The. moral' 
laxjty^CpngTe§Sj^‘.,the executive branch^' 
Oie. pmate ''sector^ everybody.” ' 
PoUtit^;'Ho|nest 

. Cri.|icjs .Mio ’ar^ quick to bash Confess 
•shguid'(plsb’ pcl0bwledge when .it is doing 
.its.iprpper-.joji^iflbverslght: the S&L hear 




(D,,,,.ieqbf.yj;stwO-’M^ inquisitors who 
bl^e c.yet^ing.aU'Of the time .on every- 
one buV Congress’*. Mr., Gonzalez is politl- 
cpUy hpnest; He’s .performing as.a public 
educqtp;',, rather..than in the typical com 
gressiopail' rolq, p,f , special-interest agita- 
tor."..’./'’;' • ■' - V 

. Itfs a’happy accident that Mr. Gonzalez' 
is even in a-position to. do something about 
the SfiEi fiasco. His predecessor as. com- 
mittee chairm.an,fand one of the scandal’s 
main' scoundrels, iFemand St Germain,; 
would never -have .held hearings. (“I think 
that’s safe to say*’i 
agrees Mr. Gortza- • 
lezi-smiiing.) Rhode 
Island voters luckily . 
retired him. Donald 


Riegle (Di, MichO, 

SenatdbaiiMng com- 
mittee Phairniah,' ' is 
one of ;Uie.'i‘Keeting 
Pive.:!^ Both the Rea- 
!|ran, ' ahd Biish, ,ad* 

.mlriistfatlorts ' :h.eVe 
preferred.! to ;s\yeep . 

any blaipf thi.dpi‘'!hP > 

i gpf hn Rep, Henr^ Qonzalee I 
withjbleeding 1;ex-. .. ' 

.payem, to pay fPr the cleanup. IV any of his 
House colleagues pre furious with Mr! Gon- 



i , — 5CV 

him down; Long a maverick, he'is known, 
i as the ‘.‘King of the Special Order” for his. 
long, solo speeches on the House floor. He 
call^ for the Impeaclunent of Rpnald Rea- 



opposed wage and , price controls;- 
New Deal liberal , '(1988 Americans' t for- 
Democratic Action Tating: 100,%')! and he 

,diri.tn,q!,«><nj^iLghrnornfiw,Vinnelni>:}iVihglriiaa2. 


as part. of the S&L bill, a venial, sin. com-,' 
jparw'tp the Keating crowd, Buthlsillberr' 
alipiiidsJempered'With'a popullst;.lndep j 
dent jstreak.that gives him thedntemfy'.pfj 
;the unpredictable. In inbred Washln^ori, | 
!his idiosyncrasy is a virtue, • f ”, ., 

• An attempt to pacify Mr. Gonzalez in 
I the usual Washington style may ^eyem ac- 
count' for his tenacity now,jV.Beadlhg 
through' th,e 'Bush administratloh!siS&L re- 
form bill earlier this year, he was-.p.ffehded 
when he saw that Danny WaJL’ko.uli'PP*^' 
haye to be reconfirmed as the';i!ndustry,is' 
chiefTeguiator, He.thought a rpopd of,bpm 
flrihation hearings would be just . the thing 
;to clear the air about what went wrong. 
[But when he objected, he says, a White 
[House official told him, “This is the only 


Critics of Congre. 
should acknowledge wheLi 
. it 'tsdomg its, propef job bfii 
QV§rsi^ht; the 

!;■ ' iiie^Me one qf thosi$m^^f. 

Mr. Qonzafei is pe^ofrfiA ' 

- mg: as '.a public edttcidcf^g 
; father thm m the typ-'^' 
cp : congressional .^ rple , of; 

' specialmterest agkdipr.\ ],‘' . 


way we’ll get it through Gam-and the Sen- .i; 
ate..’! ,'(Two \Vhite House officials, at ttie' 
meeting say they don’t .recall, that ex-*- 
change.) . ■ ■, ' ; 

. Later, Sen. Jake Garn (R;,' .Utah), hi'^ ■ 
vited Mr. Gonzalez for a heart-t.chheart in . 
his! Capitol hideaway. The subject; wasK' 
again Danny Wall, a former .aide - to the:;i 
senator. Mr. Garn didn’t want Mr. Wall,tO';', 
be recpnfirined .if William Sei^ahi th’e‘ 
chMbanH' relator, didn!tAlsb:haydto fap, : 
confiriried again.,’I’he two ,pgreedp4, both”,! 
woiid have tp be reconfirmed. .'But alshPrt 
tim^ later. Sen. Riegle, the -.comijiittee!.' 
chairman., came .back, to Mr,. Gpnaal.ea .aad 


zalez.' 
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■told' -him, o.ther senators objected to the’ 
HousemUing the Senate what td do:. Nei- 
i«ShMEfc^eidman nor Mr. 'Wall would be 
reconfirmed; • ■; 

, A. spplceswoman for Mr, Gam says the . 

. senpto}; \yent out of his way jiot to lobby el-, 
thpf^^e, White House or other senators on! 

Wall’s beh^f. But that isn’t how Mr, 
wnz^oz-sees it, “There is no question that' 
Qam -surrounded lyegle.” he says, “At 
iu s^di. 'I’m.witl) you/ but later 

he said,, '‘there is serious .cbncem in the 
■Senate, about the House telling the. Senate 
who lt;can confirm.: ” Whatever thetruth, 
the _^nzalez hearings are in^pairt the re- 
■comirmatlon hearings Danny Wall' never 
\had. * _ ' ^ ^ 

j - As 46r-the five senators who met with 
I regulators on behalf of Mr. Keating, ghair- 

;:frqmvni§|^clcet4^p^ 

:;}*nej|^^from ,- former . Illinois ''Sea, Paul 
DpUffla^ '‘A legislator should not immedl- 
;atelyKppclude that the constituent! is al- ' 

. 'Vaysplght.and the administrator is mways \ 
— lwrfinc./hiitas. fa»:,ji^;ppf °| y ie^shouldltrv to 

' merits of each case and only 

I situation 

the rub. “Of 

^ Sn ®p'T 4® ‘‘J*® situ- 

^'Inow tfeifff ® legislaLr doesn’t 
Know ;thfe- difference by the tlmeUie eefc? tn 

• <^“alez 

'hS»Snnf^''t you 

pave, A^one who doesn’t know tte dlf- 

■ "constituent serv 

' influence peddling orobablv 

doesnt belong in Washington. Yet Con* 
gress talks about a formal code of ethics 

^ influence S- 

breaks from the 
i pack by lamenting the Per- 

Pan ulSS’S *!»lt insin- 

’ nn Of hearings 

.M that, says Mr. Gonzalez. “It was vew 

' happened." Late m 

' ■ ^ House-Senate conference, Mr. 

$100,00i) 'limit 

... Thp chairman says lie’s nowconslder- 

I thfn? ^^ni° limit deposit insurance, some- 
I' thing George Bush’s S&L • "rkorm” 

<■ , Pyoided ^together. He’s especially worried 
^ bpcause he thinks insurance has created 
* disastrous incentives in the bank- 

'.Ipgi.lndustiy as it did earlier in S&Ls, It’s 
; become,, ;hp $ays, "a capital plaything" 

'..■ a.,-'taxpayet;, subsidy to privatl iSsts 
tte protection for the\ittle guy 
- O'l® 'Obstacle )to de- 

.^elt insurance reform will be RepV Prank 

' ® hanking spbcemmit- 

< ^ long-time pal of tlie 

' hfwif hf*"- Gonzalez says he’ll 


' Just the Beginning ’< | 

f- Mr. Keating declined to testify -last 
'week, gtrihe S&L hearings will be dormant 
. for a period. The banking committeB’^ff 
is poring over the voluminous record, but 
Mr. Gonzalez intends to keep going. “This 
. is just the. beginning. We’re going tP, have 
;to pursue this," .he says. “There’simore 
..than just Lincoln,"; -Mr. .Keatfrig’s jfailed 

■ . S&Jj. ... ■ ' , ‘ 

Mr. Gonzalez gets encouragement from 
• his mall, most of which is inspired by C- 
Span’s TV coverage of his hearings. (“I’m 
-inundated," he says, j One letter in particu- 
lar he prizes is from Raoiti Berger," the 
- noted jurist. Mr./Berger urged him on by 
'quoting Winston Churchill; “Mirilsters 
' have come -under obligations to greatinter^ 
n-ests. ; And'.r:pan>bfe. (pres^pd^^^^^ 

_ thabtheir vptes or.-spee.ches;haye.beeii:cor- 
■’ rupt.” Henry -Gonzalez lik'ds the sotod of 
■ that. fi\ . 

,, Mr. Gigot writes the Potovfmc Watch 
■LMmn.miFridammms-^^^ 
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^‘Waireh T. Brookes 

f Lincoln Savings and Loan. 

already claimed one po- 
victim, and could cl&im mofe.' 
■i ': resignation of M.. Danny 

f . tnnft regulator islikely to 1^ .. 

r ' ’ followed by politi- 

cal, if not ethi^, 
censure for the 
XI, S. senatois most 
closely involved 
with financier . 
'Charles -H. Keat- 
•ingJr. 

At the very 
least, three sena- 
tors now on the 

j,, - Banking Commit- 

f in L a. Donald Riegle 
w ■ 5' Chaniman, and the two 

I'^^g members Alan Cranston (D- 

t tod Jake Gam (R- Utah) should - 

I ftQwleave tl|at .committee, if there is- 
|:|ny nope of restoring Senate credi-* 
1*“!^ on btoking reg^tion. 

* ; But, as we warned last June, the 
le^nof Lincoln is not politics,, 
policy. OTie departure of Danny 
'^allj-or the political demise of some 
a basic fact 

‘^which Wall himself tried unsuccess- 
, .^y to make clean At the moment 
He finally seized Lincoln, its tangible 
.^net worth, as reported by Lincoln’s 
laccountingfinn, was still higher than ■ 
required .by the supposedly ‘get 
:^^ugh S&L bailout bill passed by the 
poqgress. ■ 

HILE WALL was wrong to 
regulatoiy control out of the San 
. Home Loan Bank’s pnr- 




Qrtfihs. 




j . . .. " ’VIS. " 

1 did a thorough axamInatloiL>;4*lc4 M,pet4^t5lted the wallpaper; too.” 


vcwigiuic Aiet worLii 

In sIjQrt, basic jregulatoiy land ^development Joans and direct 

prem^ IS still fataUy flawed becaui^ > investments. . 

it rests wholly on using suppos^y * * ' * V/- ' * ’■ 

' "^AT.SEIZURE, it turned out, the 
actual value of that jnore than '40 


it rests wholly on using supposeSily * % 

ttough* capita :standards,tpj)rdt^ ^ 
the taxpayers, ivhile doing ndihiiigfo * * act 

limit nr rpfnnn 


limit or reform deposit ihsu^ce. 

Sadly, thope . standards 

based on Vauing loan as^ts at book 
rather than at market vaue. This 
means that no matter how risky the 
loans might be, the tangible capita 
required to back them is ojoly 1.5-to 3 
percent of their book vaue* 

Or, as Lincoln’s San JVancisco 
regulators worried, 3 percent of 


MXLUA rtV 

Percent of loan assets in these high 
' flying ventures was a fraction of the 
book "Value* The capital was .more 
than wiped out* ’ ^ 

' In.his October 19th testimony to 
^ the House Banking Suiniommittee 
* on Financ^ Institutions, Regula-. 
tion and Insurance, bank expert Bert 
Ely showed that while the 2,249 
solvent thrifts. how.;have a teaglBIe 


■ 11 — jwvruu jjoixii. a yur- 

;Viejv;he’snotwrdhffincontpndjmr,-f wi.T., '*'." »uiveui mnns.now.nave a teagTBle 

fcfcft,*.™ ten to : SsSoi? 




t '■ 













veiit thrife also i^yei $121 
*prgblem-as.sets/ or three tim^ 

. tot^ tangle those « 

; ^problem ^sets’ have to be mar^ed\.i 
! dp^Wn byjas much 
istic) the entire iiidife 

by 20j[)e?ceht, the ihdustiy ia 
finsolvent^dnder'hew^^^ t ^ r 

. For.ex^ple, there are some 545 
nomindly /solvent but weak S&Ls 
noW 'have '$10 billion i/i tangible 
capital’ whiph is iS^percent of totd ■ . 
tangible'assets, well above the Bush 1 
capital standard. ^But those 545 ^ 
thrifts also liave $72.3 bUliori in , 
/problem loans’, or 7 tmes ^ i 

as' their tangible c^pitm. ^ ^ ^ 

It would only take a 15 percent • 

markdown pf those ^^roblem ^sete’ 

to wipe out thpse ^44^.ba4^^ tote^ 
capitm, and it wodld;p^y 'ta^ 5, 
percent markdowii hito ^ 

receivership.? ' . 

‘■'rEyEN ■•'SO, in .order to- help 
tiirifis -meet the new ’capital staii- 
dards^-tlie regulators are ^ready al- 
loying 'some, of them to issue more ; 
supordinated debt, 'similar to' that 
•i'ssueS fey, Lincoln.' ' r. 

y 'As Nobel economist .and.long time 
libem] '3!aifees Tobin of 'Yale warned 
in a -recent Wall' Street Journal arti- 
■:;cle>Ahe' jBush •■’.bill,' “modestly 
strengthens 'capital requirements _ .j 
. and does little if anything to restrict • | 
thrifts and banks to safer portfolios I 
(of loan assets): The new (capital) . 
requirenients .i.^would,not have pfe- . 
vented the disaster.” -Tobin argues ' 
that deposit insurance' 4s largely-' 
' obsolete” and .should only be ellowed | 
■on those deposits that 'are backed by j 
from 30-100 percent in’.liquid assets ; 
(Treasuiy Bills and the like).. Banks 1 
and thrifts should be ehcouraged to < 
offer higher interest rates for non-in- 
sured deposits, giving depositors “a 
..much, steouger. incentive thm they 
* “(10 hpw-tp. .evalu’ato the p'ru’dence, skill 
'^d honesty of their bankers.” Fortu- 
nately;" ’House Banking (Chairman 
Henry - Gorizrfez, ;who-has earned 
.public plabdite’for’liis investijgation , 
of the Lincoln matter, told WSJ’s.’! 
' Paul Gigot recently that he w^ 
thinking ’of ways to" lu&it deposit 
insurance which he said ‘has become’ 
a ,&pital..pfe)dhihgj’ for the big guys , 
father than a'pfqte'ctioh.to the small ' 
depositor., 

• , -.'The Bush Administration, which j 
ran away from te^ deposit insurance ' 
reform; -and from- rhark-to-market 
Accounting, mu'st 'how .come foward 
to ’ Kelp Chaim^.' Gonzalra protect 
;us'fro.m more .^ihj^I^h^ur.fot^e.,^ 

- -'a.:.*- ■ ■ ' 
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%ddcs President’s Suppoh inS&L Post 


By Paulette liioMAs 




ystaff Reporter of The Wall Street Journal 

I WASHINGTON-Danny Walltoldacon- 
vgressipnal subcommittee that he foresees 
doubling the pace of seizing sick savings 
, and loan associationss, but his tenure as 
jthe nation’s top thrift regulator appears to 
Jack the full support of President Bush. 

Mr. Bush, in an interview with editors 
>of several Texas newspapers last week, 

■ wouldn’t rule out calling for the resigna- 
tion of Mr. WaU, who is the object of an 
• plosive series of congressional hearings 
•over the demise of Lincoln Savings & Lom 
■A ssociation of Irvine, CMf, “I am not clos- 
. Ing the door on it," Mr. Bush said, accord- 
ing to a transcript of the interview. “I just 
.dop know at this juncture.” 

to. Bush was responding to an exhorta- 
^tibu by Rep. Henry Gonzalez (D., Texas), 
f ^tUrman of the House Banking Commlt- 
t itee, for Mr. WaU to step aside, at least 
t while the committee explores why the 
i'thrift was aUowed to remain open so long, 
«pUing up losses that wiU cost taxpayers 
jnore than $2 blUioh. Mr. WaU is scheduled 
'' to testify next week, along with Oiarles 
Keating Jr., the chairman of Lincoln’s par- - 
j ent, American Continental Coip, of Phoe- 
'I'nix, Arizj ’■ . 

Mr. Bush, in 'the interview,' said he. 
itTiadn’t pursued flie matter ^th his {staff. 
^(.{'"When the question is put, .if pjrt of the. 

savings and loan problem proves to be 
‘.-management or regulation people that 
aren’t aggressive enough, would you make 
•changes, the answer is yes, I have to do 
that." 

Mr. Bush went out of his way to praise 
Gonzalez, who has held four hearh)gs 
bn the issue. A federal regulator testified 
. that he was press)ired.by five U.S. sena- 
' tors to quickly end a longstanding and ^- 
ficuH examination of Lincoln. “I know iifs 
f pain ul for some, but I would salute Chmr- 
'.man Gonzalez’s tenacity in these hear- 
ing^" Mr. Bush said. “He’s been very co- 
joperative with the administration. And so I 


wUl have to givejiim an answer fairly soon 
on that.” • 

Five senators, including four Demo- 
crats, have been afccused of tfydng to delay 
the .clc^e of Lincoln bn behalf of Mr. 
Keating, who is a substantial contributor to 
influential poUticians of both parties.' The 
senators are Dennis DeConclnl (D., Ariz. ), 
Alan Cranston (D., CaUf.), Donald Riegle 
(D., Mich.), John Glenn (D., Ohio) and 
John McCain (R., Ariz.). 

A spokesman for Mr. WaU said it is in- 
appropriate to speculate on such actions . 
until Mr. WaU testifies. “Fair play dictates 
that aU sides be heard from before any de- 
cisions are made. In that Ught, we aro 
looking for our opportunity to testify next 
week." 

' MeanwhUe, Mr. WaU told a house bank- 
ing subcommittee that his agency intends 
to quicken the pace of seizing Insolvent, 
thrifts," to as many as six institutions per 
week from 2.4 currently. 

Mr. WaU projected that as many as 576 
undercapitaUzed S&Ls could be seized over 
the next two years and turned over to the 
Resolution Trust Corp., the new agency 
that wlU seU or merge sick S&Ls. 

-In’ making his forecast, Mr. WaU made 
a;pitch for Coiigre^ to agree with thfe RTC 
on a plan to raise interim funding for tak- 
„lng control of thie sick S&Ls. A dlsput^ver 
ipw the tens of bUUons .of dollars shoi Id be 
;bised, and the effect on the federal biidget 
ficit, must be resolved before the ogen- 
ies can spbed up'fhepace,,.: 
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I Keati ng afMr h a^pre ss squirmii^— 


I* . . ™ 

^Erf/tor; 

",.In William P. Cheshire’s- Nov. 19 
^'Keating Five” column he claims that 
Sbongressional “interference” makes bu- 
reaucrats squirm and has led them to 
|oar about “Uie Keating Five” -to obscure 
' their own failures in ^e matter and to • 
discourage future intervention on behalf 
of constituents. Such a claim is totally 
without merit. 

p Hrst, since he cites, po ;tbhreaucrats” 
jpthtr than Mr. Gray; I suppose -he 
^nyders him to be a spokesman for the 
bureaucracy. Clearly, this is erroneous 
since by the information presented in Mr. 
Cheshire’s column Mr. Gray is a political 
appointee and not a bureaucrat at .all. 

Second, the bureaucracy is not “roar- 
ang” about “the Keating Five.” Rather it 
js the press, both national and local, that 
ils ‘Roaring,” perhaps in some attempt to 
objure their own failures to report 
^r|er on the Keating.affair. A respbnsi-' 
“bleland independent press should have 
-asked where and- how American Conti-. 


nent4 Corp. obtained its vast sums of 
money. Instead, the fawning and obsequi- 
ous local press slavishlyreported on Mr. 
Keating’s* “vision” for Estrella, the 
obscene salaries enjoyed by Judy Wischer 
■and her -compatriots and the .grotesque- 
opulence of the Phoenician Resort. 

■ Finally, bureaucrats do not make laws, 
but they are responsible for enforcing 
them. ■ While they are human and 
therefore far from perfect, most do try to 
.enforce fairly and impartially the laws of 
this country. In contimt, ' congressional 
Tepresentatiyes write .laws but do not 
enforce them. They expect to.assist tlwir 
'constituents when problems-' arise with 
federal agencies, but are there proper 
■limits. to such assistance? We expect our 
representatives to listen more to their 
financial contributors, but at what floint 
do bur elects representatives bo bme 
merely paid lobbyists for sale to' the 
highest bidder? • . ** 

. ROBERT A. WILLIFORD 

Phoenix' 
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u^day was 'the sixth day. of 
Souse banking committee AW- 
in^ iinto' the collapse of me 
Lincoln Saving and Loan Assm~ 

■ ' ‘'atiph,' which was Hxtntrolled by ' 
. . Charles H Keating Jr/s Ameri- 
can Continental Corp. On this page are 
highlights "pf Tuesday's' testimony. Keat- 
ing was. Scheduled to testify but. invoked 
his Fifth J^eiidmept rights and refused 
tp'dpso. ’ '^ .y • 

- Rep. Henry Gon^lez, D'Texas, chair* 
.man of the House banking committee: 
“Both men (M. Danny Wall and Charles JE 
Keating Jr.) are in a, great position to shed 
light on why and how a savings and loan 
jv(ls allowed to drive over the cliff at a cost 
of j$2 billion of public monies. These 
h^rinp hayjB been tough assignments for- 
the committee and the tensions haye afeen 
■with the volatility of the issue?, but '|his;' 
committee would be derelict in its duties if ■ 
it i|tied t4 -inake an'attempfw find out 
why' ithe xe^latory '. process idled so . 
miserably, so often, at so mahMevels, 

‘y As today’s testimony tvillaemohstrate',"' 
there’s a fundamental difference in the 
manner in which Washington and the San 
Francisco bank view the Lincoln problem. 
With a third of the nation’s savings and 
loan assets under its re'gulatory wing, 
ihcluding the biggest of the big, the. San 
Francisco Home Loan Bank viewed Lin- 
coln as, and I quote, a tipking time bomb, 
end of quote, that required early action. 
Washin^n, it appears, .looked on Lincoln 
afl another case for the home loanibank 
bmrd’s traditional medicine of neWia- 
tiim, accommodation,' and Jaithphat 
mjahagem'ent ; would wltimately. doi‘^1" 
right thing. . 
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•■^ere is also evidence that the":\fash- ■ 
jbn, regulators dijln’t truly sensei who 
were dealing ^th in Charles iffeat- 
...pJ In one bank board meeting, chairman 
Wan -tells his colleagues that he has 
known Keating foi/13 years and describes 
him as a very. active, very- successful 
entrepreneurial businessman. ' .' . ' 
•■“Comparing Kkting to the high, .flier 
;that brought down 'Vemon Savings and 
Umn in Texas, Mr. Wall declared emphat- 
;fcally, ‘He’s no] Don Dixon/]'These- high 
j fliers, cloaked in entrepreneurid trap- 
I pings, crept into the savings and loan 
industry throughout the 1980s, n factethat 
"the home loan bank board seemed not to 
understand Until it was too late. II 
!■ Wake two aspirins and call us bacK in 
I the ■'rooming may have been adequate 
■regulatory medicine for the traditional 
savlings'and loans that stayed in the home 
mortgage business. For the Charlie Keat- 
ii^,. the jiew breed of savings and loan 
l«]^i:atofp,.it wa^ This was jet 

'.age bankihg’up against horse and buggy 
regulation. 

' .‘Who. fecord suggests that 'Reating 
; never made any secret of his plans. He left 
.no -. doubt that he intended to push 
; regulatj|ons to the limits, and beyond, and 
'ito'teke on high-risk ventures, everything 
from loan-shark land developments to 
' Ivan Boesky junk bond deals. Lincoln was 
: ;he cash machine for Keating and An eri- 
■ ian Continental Corporation, their qwn 
S»eiiBonal ATM. 
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’•'A6 thevreekB and. months jwentbjpthe 
:l>ank board found itself mired deep.^ ^e 
‘Keatinyphama. In'a ‘May 1988 jCQfiS^i^a 
wOuWid bank bbafd- member, diany 
’White, described fhe board’s plight: fWe’Ve’ 
got a high-risk institution, and to ^et out" 
of this situation, we Tiave to- 'follbw'-fhe 
words* of CJharl^ .Keating,' ^tKat -it’s a 
-two-word admonition, trust me. Arid^you. 
%ant me, Keating,' to get us ouf of this 
isituatioii, trust me, go with me a little bit 
;.longer, and I will get us..put Bf,;this 
/situation.’ ■ ). . • f 

“Even this year with'Lincoln in its final 
hours chairman Wall continued down this 
trust-Keating trail, still trying to avoid 
-conservatorship. Mr. Wall assured his 
colleagues that Keating would find a 
buyer. Notep produced by board meniber 
Roger Morgan quotes Danny Wall as 
saying on April .5: 'Conservatorship is not 
the only alternative; Keating is skilled 
-enough to produce another acquirer.’ This 
• was nine days before Lincoln died and the 
body‘‘Aw^ .^led to the federal goMpm- 
,ment;Jwith ho funeral expenses provided.” 

• ■ ' ' I 

Rep. Jim Leach, R-Iowa: "Mr. Chair- 
man, our witnesses have a lot to defend 
today. The leader of a moralizing cam- 
paign in .Arizona against pornography, 
Mr., Keating appears by the record to be 
an economic pomon’apher, defiling the 
valfte of the saving^ of the elderly and 
adulterizing the safety and soundness of 
the American .financial system.. If the 
allegations the committee have, heard so 
far are true, Charles Keating , is ,a 
financiopath of obscene proportions — the 
Rev. dim Bakker of American commerce; 
given license to , steal from a bank board 
headed by the ’Neville Chamberlain of 
financial reflation, a cheerleader who- 
saw no evil and thxis spoke little truth.” ■ 


Rep. ■^’rank Annunzio, D-Rl.: “Mr. 
Chainnan, one’ of the facets of the Lincoln 
Savings and Loan situation that has 
caused me ^eat concern is the sale of 
subordinated debt of the savings and loan 
parent' company, American Contirlfental 
Corporation, in' the lobbies of the Hhrift 
institution: Wei recently heard from) peo- 
ple who purchased those bonds who said 
they felt that ‘the bonds were federally 
Jnsv^-ed arid there waS no. possibility of 
•loss^f principal. . » . •' ‘ • '♦ .• 

"As we move forward in any banking 
legislation, we .piust carefully consider 


^at^^viSes C£ui He conducted under 
^6-shield pf'federal insurance. Ce 
^ie can write into the^^law rdStrictiofls on 
Snsuf^Biceowerage with ;certein products. 
0nt, ‘if /Products., -are sold in a 

.financial institution lobby or by employ- 
'ees at that financial institution how do we 
protect the insurance fund from claims by 
unhappy purchasers? ... 
i . “It is not. enough to warn customers 
dihat their' investments may not be feder- 
?|Jly insured. We .must make certain that 
not even the appearance of federal 
insurance exists for anything but legiti- 
mate, insured banks and thrift institu- 
‘itions.^’ 


, Rep. Chalmus Wylie, R-Ohio: "I don’t 
think that there’s any doubt that in 1987 
vDanny Wall took the toughest assignment 
'in Washington and under most difficult 
fcircumstances. I would agree with his 
testimony that upn reflection on the 
Liirtcoln matter thinp should have been 
^(handled) differently, but as we all knftw 
iiiidsight has 20-20 vision. • 

' Let there be no doubt as opposed 
[Danny Wall, who .has made a career 
jpuhlic service,' it would appear that 
Charles Keating has made a career of 
self-service.” 




p Rep. Charles Schumer, D-NIY.; *Td 
talso like to say that I am glad, Mr. 
(Chairman) that Mr. Keating is finally 
appearing before this committee because 
it’s time we had Mr. Keating’s explana- 
tion. He certainly has a lot of explaining 
.to do. This country’s taxpayers were left 
holding the bag for - $2 billion when 
■Keating’s savings and loan went bust. For 
ithat riiuch money, . Americans deserve 

answers to their questions 

! "I’d like to ask Mr. Keating after 
costing average Americans $2 billion how 
.bfflcan continue to live his fancy life, tjike 
hi f expensive trips, and look himself in 
,tbe mirror. ... As Americans begin' to 
^Ihderstand the rnggniteide of what, hap- 



! forceiyient for the Office of Thrift . 

{Supervision: ^*The\supemsory agree-' • • , • - - 

• M.DaWw.ll.dWs'*''®"*';! 

\ie! ‘‘The most serious ert6r is that 

•5eveiji:ohej(;ontinhes,;to r'appn Jhat Some t 

executed a memorandum of ‘^inderstand- • • no-wm job; 

^docUment. Tire wle;s ^ews. ^t 

»enf\Vcement document in this action was ^at^I 

eilpervisory agreement, the most coni- ‘You re outef busmen. ... 

t'lho^y used tool of the Federal Home Loan . ‘ ■ .“Not only did.Mr. Keating not offer me 
'?%,ankB6ard at the time. . " . ' ••eTjcib an 3 ^here in this pro^ss, he opposed 

if' memoranduih of -understanding ' me.for this position.'..., • . „ - , 

• . 1 - ■■■■■»■ • . ‘mNo ’ political -figure mfluenced my 
decisions. I don’t know how I can say that 
.more emphatically! ... ,, 

'T look back and I second-guess. You bet 
•I do. Maybe sometimes almost to distrac- 
tion. We have made thousands of decisions 
in this process, and there are thoksands . 
more decisions that have to be made and 
somebody has to make them an® some- 
body has to have the responsibility, and in 
■that sense 1 have the responsibility. ... 

"If I had known then what I know now, 
would I have done things differently? 
Certainly. We all would. In every action. 


V ^ IIU; iliCiilUiOUUUU^ VK »w^*i*^*w«v***'***.*0 

^ was not the enforcement document. •> 

» ■ Darrel Dochow, senior deputy ^re® 
,tor for supervision operations, Office 
tof Thrift Supervision; ‘^N6t,once in. this 
entire process, froin the time I assumed 
my responsibilities- in -^ptember of 1987 
-as executive directorate today, did I 
l^eceive . any pressure from Senate or 
pHouse ihembers or their staffs to take . . . 
tany specific action on Lincoln. . - ■ 

"I didn’t think moving them (Lincoln) 


•j,to Washington (D.C.) or any other district (;)grtainly. We all would, in every action, 
^as going to ^ye them easy supervision. ■ almost every decision we made — even 
InVact, I think " Lincoln would attest to • tjjQugjj at the time it appeared and had 
that today.... ■ . , . -been certified as being a solvent -institu- 

‘Irhe Lincoln situation was considered 


I realize 


Voir other •financiarpiffetUtions,:t^;.r^^^ - ^ jot of things, including that we had the 
■ 'similar treatment. It was approa^ed as a • . g„n a's of August 4, 1987, but we 

;-novel, one-time-only situation that would ,jj^jj>tlQjow we had it.” ' 

^6t pave the-, way for other institutions to ■ - 

"shop districts or supervisors, . ; . “1 , ■ ' ■ , , ,x x x i. 

’ • 'it’s easy to use hindsight in second- .• Gonzalez; "I ®®rtamly don t ^ be 

^guessing the judgments that were made'.in uncharitable or unkind, but I warit to be 

II III TT* AonTT -frt nco Vimrlcicfllf'. 1T1 


, or to the American ^ople?- 
g§regulSt(5ry*burteaucra 


|6 nothing, did nothing and watched the 
^titotion^odc^.^^^ y . 

ifjw^e bottom liftd^rimainsi'^2 billion bT 
.public monies were lost and thousands of 
-retireifes were swindled out of their life’s 


^rayinp.” 
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i'XWall: ”We,(iah'and must guard against 

tallowing the mistakes of the past to be 

TOp^ted. The lesson of Lincoln is that we 

fnust continually adjust Qur political, 

supervisory \and regulatory Compass to 

fOnshre that oiir insured financial institu- 

Uons never debate from the course set for 

'them as safe ’havens fqr the savings of 

mmericans^ .deposits. \\ 

“We must work together to a^re the 

Ami^Tican' .people that scoundr^ will 

neveu again be able to pick the taxpayers’ 

pocket,’’ . . 

r ^ ...... 


V ; .-- ,.,.,..11 

^ .Leach to Wall: “There has this morn- 
:^g been' a lot iof finger pointing. Your 
"Washington team suggests that the San 
BVancisco bdard is more than slightly at 
fault. But like a gun when fired, responsi- 
bility points to the person pulling the 
trigger. You sir, for two and a half years, 

• have held the -gun. You and your staff 

• cannot shirk responsibility. ...” 


. Rep. Bill McCollum, R-Fla., to Wall: 
“Have you had, since you’ve been in yop 
office, conversations with Sen. - .(Dennis) 
DeConcini , (D-Ariz.l about ,thi? . whole 
maitter of Lincoln?”' ,. ’ 

Wall: “I had 'two. 'calls from Sen. 
DeConcini eaurly this year, iri. March 
and/or Apiil,''. where we had under 
consideration one of the series of. three 
applications to sell pncoln. His call to me 
was ur^g that we give prompt consider- 
ation to two different of the Ahree 
proposals. It was not., something tha| was 
fal^ng on deaf ears. We were trying |p do 
it ahyway. He v^as urging ’we give pr^pt 
conmderatipn, not what the consideration 
■be,^esornp. 4..”’ . - 


Rep. Carroll Hubbard, D-Ky.,- to 
Stewart: '“This is a $2 billion loss. ... 
What red fl^ were missed over the years 
•;here ' along ithe way that caused the 
Keating mess?’.’ 4- _ . .. - . , .• 

■ -Stewart: “As early as the begihiiing of 
the 1986 examinationj the Washington 
supervision office . . . was telling attorneys 
in my office that Lincoln had all the. red 
flags. It had a high -level of direct 
investments. It had high-risk loans con- 
centrated in one area, Arizona. I don’t 
beli 5ve there was any failure to SRot the 
red] flags. The failure was to docuinent in 
siicU a nature that some action co|ild be 
taken based ph those.... -t-.f 




^ep! 'liiionias ' 

•Was que stioning Wall wheri Keating 
^palEldinto the i^om, stiriingj^huge 
.commotion by TV crews: 

--mhn, I can only 'assume that these 
'iSevisioii ’camera people heard that i w^ 
^king' questions • (chamber erupts iii 
daughter). And just .in case they re not 
:^re, rm’ fitting fight up here (more 
laughter) on the second row. 

■' . ^ j 

•Schumer: “It seems to me m broad 
^retrospect, the whole idea of holdmg out 
and holding out: and. holding out for a 
peaceful -resolution gave Charlie Keating 
.the ability to get away with what he got 
away with. And .it would seem to me, 
certainly in retrospect; that there wm tw 
much einpha^on a pJeaceful resolution. . 

Rep. Bruce Verito, D-Minn., to Stew- 
art: “But you had these agreements or 
recommendations or options seven or 
eight months before you finally raade a 
'.decision in May. You practically were 
fiddling while Rome wasburnmg 

“Thq only criteria then was thff insol- 
vency \lheh? The other issues aie not 
dmpoHmt. If they’re not insolven|, you 
Wt do anything. ,Iii other words,'*what 
vydu’re saying to me, more or less here, it 
this particular phenomena occurred again 
we' couldn’t do anything to stop losmg $2 
;billion....'' ‘ , , ■ 

t "Well; you were allv?fong, you were al| 
fwrong, and we want to hear you say that 
■you were wrong. You’re ' 

^ything. You’re saying, ‘Well, that s the 
way it is, we made the best judgment and 
that’s it. Tough. $2 billion.’ You were 
Wrong.”. 


Rep. Joseph Kennedy n, D-Mass.: 
■‘The fundamental fact is that by ignoring 
the fundamental ^wrongdoings that were 
taking place in that organization billions 
and billions of dollars are going to have to 
be coughed up by the American people. 

’ Rep. Paul Kanjorski, D-Pa., to Stew- 
:art;n'‘...: -Have you see any criminality 
involved that comes across from all tiese 
iexarlinations? Or do you hay© -^aay 
isusp cions? ... I can’t believe that ycu as 
an wtomey .didn’t see that you ye got 
-enough material here and essence oi 
'.criminality. Did you see this or not/ 

I Stewart: “Criminal referrals were' 
‘made in this case. Repeatedly 

Kanjorski: "Have there been any? To 
date, have there been any charges filed 
against Mr. Keating or any of his cohorts 
for stuffing files, for washed transactions, 
for back scratching, for all the transac- 
|tions we’ve heard talk about here? 

Stewartoi^Iliey’re under inaj^tigalion. 

' ... by the Department of Justice. 



f • it- c :%% >f‘ .k'V/- '. i.v. John Bhckmer, The PhoenixjGazefte 

. Keating in the spotlight f 

hearings into the Lincoln Savings^atid Keating Was sworn' in (below rights. but invoked his Fifth 

° ' ...'p5Am(Bndnient right to. refuse to, testify,' Police keep the 

feguKitOrs..and the'.appeardnee of 'Chdrle's/H Kedting Jr. ;^‘<press dt bay ’(belowrJeft ahd^bove) as Keating leaves. 
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WASHINGTON (AP) - Sens. 
Dennis DeCondni and Alan 
Cranp»n bear, more blame than 
thuree, other senators accused 
with' them of improperly inter- 
vemng with regulators in con- 
nection with the Lincoln Sav- 
ings and Loan Association, • a 
former top regulator says. 

Edwin J. Gray, former 
chairman of the Federal Home 
Low Bank Board, on Sunday 
insi^d that the five la'wmakers 
improperly pressured him as a 
favor to Lincoln o'wner Charles 
H. Ifeating Jr. .“They were ask- 
ing ine to withdraw a regulation 
for their friend,” Gray. said. “I 


said,- ‘We’re not going to do 
that.”’ 

Two congressional committees 
are investigating the failure of 
. the Irvine, Calif.-based Lincoln 
S&L, which is eiqjected to cost 
the taxpayers up to $2.5 billion 
— $50 for each American fam- 
ily, according to Rep. Jim 
Leach, R-Iowa. 

The five senators intervened 
with federal regulators in 1987 
on beh^ of Lincoln and Keat-' 
ing, who gave them a total of 
$1.3 million in campaign and 
A other political funds. The other 
jthree are Sens. John Glenn, D- 
.^hib- ’Doh^d W. Riegle Jr., D- 


Mich.; and John McCain„ R- 
Ariz. I 

All five senators have said 
they, violated no law or rule of 
the Senate, and they have dis- 
puted Gray’s account of the 
1987 meetings. 

But the Senate Ethics Com- 
mittee two weeks ago appointed 
an outside counsel to investigate 
charges that their intervention 
constituted a conflict 'rf interest. 

Asked on ABC’s “Tliis Week 
With David Brinkley” whaher 
any of the senators were “more 
culpable, than others,” (Jray 
saia, .“Yes ab solutely ... Senator 


DeCondni, who made the pro- 


P9 

stll 


al, who has continued to 
newall and deny it. . And 
Selaator Cranston,” who re- 
ceived $850,000 in corporate 
•donations • from Keating ' for 
three voter registration projects 
he favored a^r the senators’.. 


Wall,=. « of the Office of 
Thrift Supervision, said he be- 
lieved,.that|as congressional in-- 
vestigationsjT)roceed, “time ■will' 
indeed be kind to iis.” I^tesident 
Bu^ said two weeks ago he bad 
not r^ed out feplacmgrWall.'. 

' Mcbmn. and 6reM.,ihsisted on 


lie ittvurcu cuuci one ocuaLwio.- > — , — 

two 1987 meetings with federal the BnnMey sho 57 .,^|at thejr^d 

nothing wrong... in^, connection 
■with the Lincoln'c^e. \ ' , 

“Any implicati^i^’that I have 
done something wyong in this 
case is just flat^,.TOong, and I 
resent itiwith fiber in my 

^ being,’’ Glenn said. ’ 

but said he has no plan “at this — said, “It yas a sen- 
point” to redgn. . 0 ^ mstj^e on.,^y part to 


regulators, 

Meanwhile,. M.-‘ Danny Wdl, 
the nation’s chief savings and 
loai^egulator, acloiowledged on 
the Bnnkley show that he made 
mistakes in connection 'with the 
massive Lincoln S&L failme. 


have not immediately 'made ' 
reimbursements for . trips ta^n 
on Keating’s corporate' plajte, ■ 
but he insisted that -inquir es ; 
eventually will clear him of my ,1 
.rule-breaking. . ' , . j 

“I did nothing that I wouldn’t | 
"do for any major empldyer,' or >| 
economic factor, .in ..my state,”.) 
.McCain sslid. ' 

^According to regiilators, Lin-| 
coin’s money — in the form ofi 
S&L deposits insiired ;by the( 
federal government — was lost 
to an elaborate ..“pyramid i 
scheme” of phony real estate' 
^d other deals by Keating. . ‘ j . 
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a raging fire for seiiators 


K)y are Arizona Sens' Detinis 
DeConcini and John McGain . 
really feeling heat- over "the 
Kealing-Lincoln Savings fiasco, or is 
this a ohe-alarm fire stoked by^theb 
local media? . _ , , ^ : ' 

It’saiorest:fire.‘' 

The fact that cavalier Charlie’s 
shenanigans became the subject of 
nationally televised congressional ' 
hearings ought to be the first clue. 

If that doesn’t convince you, take 
a look\ at the actions of the 
embarrassed senators who went to 
bat for KJealing. And at the exposure 
the whole mess is getting on 
television, newspapers and ’ maga- 
zines all over the world. 

• The London-based Economist 

magazine went so far this week as to 
call the Lincoln Savings debacle the 
Iran-contra affair of the U.S. thrift 
industry. ■ " 

• The Keating calamity regularly 
makes network news’ and has been 
spotlighted in the past two weeks on 
the MacNeil Lchrer Report, Nigh- 
tline, \This Week With David Brink- 
ley aid National Public Radio’s. 
Mon^ng Edition. 

• Each of the “Keating Five” 

senators has hired hot-shot Wash-' 
ington lawyers. Most/ specialize. in 
white-collar crime. - ' 

•The conduct of the five senators 
— Democrats DeConcini, Donald 
Rieg c of Michigan, Alan Cransfon 
of California, John Glenn of Ohio 
and Republican McCain — * has 
proijided fodder for frpnt-page 
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stories and slinging editorials in 
newspapers across the country. 

Reform is the issue 

With any luck, this imbroglio will 
lead to campaign-finance reform. 
That’s really the big issue here. 
We’ve simply created a system that 
rewards elected officials who prosti- 
tute themselves for special interests, 
and, it’s a system that desperately 
needs overhauling. ' • 

In the meantime, you probably 
; shouldn’t bet the house and kids that 
■ Keating will ever do time over this. 
Not with his cpterie of attorneys and 
the way our justice system works. 

But ;.it’s‘ pretty clear that the’ 
Keating Fiye have -been • severely 
damaged by the. whole episode. 

• Wagging tongues already contend 
that' .the.; debaele -has ’'.'shattered 
McQlh’s ' dreams of running^ for 
president and that DeCbncini will 
. make his third term his last. 'It’s far 
M^sjajly to' tell 7 ^. M.cCain’s'ript up 
"Tor re-election •until -' 1992, and 
DeConcini nofuntil 1994 .-^'but the 


•senators’ own actions seem to mirror 
'these fears. ■ . , 

Of the five, McCain has been by 
far the most open in his damage- 
control’ efforts, starting .with his 
unusual " 90-minute ' October news 
conference in Phoenix., .Since then, 

• he has focus^ much.of his attention 
nationally, accepting, nearly every 
invitation to appear on national 
news programs, including most 
recently the Brinkley show and 
Niglitline. 

Clearly, he’s worried about his 
national image. 

DeConcini, meanwhile, has tar- 
geted his efforts on Arizona. He’s 
done scads of interviews with 
broadcast and print media. 

DeConcini, who’s always excelled 
in constituent service, knows where 
his bread is buttered. 

Other strategies 

Other senators have adopted their 
own strategies. 

Riegle, for example, has been 
among the most tight-lipped. And 
he’s taking his licks for |t 

Riegle’s “reluctance to divulge the 

■ exact role he' played in this fiasco is 
disheartening and should give even 
his staunchest backere reason to 
•pause,” th^ Grand Rapids Press 
ediWnalized recently. '•' - •' >• 

■' '!‘At •‘•the least, 4he. senator exer- 

■ cised bad judgment . .• .” the edito- 

rial cohtinued.?‘At the "woret, he’s 
■guilty of selling his position.”;*. 

In Ghioi The' Columbus Dispatch 
was hard -on Glenn last week, 


saying, “For Sen. Glenn, it’s noi 
‘national hero’ these days; it’s 
‘purchased politician’ or one of the 
‘Keating five’ or ‘senator for sale.’ ” 

Dayton Daily News Editor Ma? 
Jennings, formerly of The Mest 
Tribune, was more charitable,- say- 
ing, “Glenn and. the rest go. 
sandbagged. That happens in poli- 
tics, and Glenn can be forgiven foi 
that, but only if he acknowledge 
what happened and washes his 
hands of toe Keating money.” 

In California, pollster Metjvii 
Field says Cranston is in “deei 
trouble” politically because of con- 
gressional testimony from elderlj 
residents who blame him for the los: 
of their life savings in Keating-re 
lated investments. 

The issue is more partisan h 
other states. Michigan’s GOP chair 
man called for Riegle to step dowt 
as chairman of the Senate Bankinj 
Committed Republicans there am 
in California and Ohio can hardh 
contain their glee as Riegl :, Cran 
ston and Glenn struggle to explah 
why voters should not assyme tha 
the lawmakers placed the interests 0 
a high-flying ‘Tat cat” above thi 
little people who will be paying tb 
tab for Lincoln’s collapse for de 
cades. - >• . -■••-' 

• ■ •In Arizona, it’s tough for eithe. 
party to t^e pptshots because botl 
parties’ senators are involved. . 

Yep, it’s a raging forest fire. Am 
you can -bet it’s going to blacken i 
lot of political rangeland bejpre it’: 
through. I 
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Bush supports 
embattled Wall 

By sam Stanton 

Republic Washington Bureau . 

. \ljASHINGTpN — Consume?; ad- 
vocates and thrift groups. Wednesday 
inermed pressure on President Bush 
to iire M. Danny Wall as the nation’s 

• top thrift’ regulator because of his 
oversight' of . Lincoln ' Savings and 
Loan.. ■ " 

WalHgnorcd the renewed pleas for 
his ouster, and the White House stuck 
to its ofncial position that no decision 
has been made to ' relieve Wall as 
director^ of the Office of Thrift 
Supervision. 

• Top .members' of Congress have 
called for Wall’s firing because of 
Lincoln’s collapse and the crisis in the' 
nation’s ..savings-and-loan industry. 
Several '.groups; added. '.their names 
Wednisday. to' the . list, of those 
warlaing Wall gone. ^ . 

ejitizens Against Gov'enlmenti 
Wa^e, Ralph Nader’s. Public Ctitizen 
organization, the National Taxpayers . 
Union Foundation, and nationally 
known thrift analyst Bert Ely said at a . 
joint ^ press . cQpference .that , Wall’s 

• mishandling;.'of (^sisj^uir^ . 

.his removal.' ’■■■' " ’ -7,“ 7. 

/JThd’;amount'"bf 'money hfi§; 

• been lost'in 'this -thing, people just do 
pot ’ comprehend,” '. faxpayers-founda- 

, ' iiqn. Chairman James Dayi.dsqh*saidH ‘ 
‘.‘it’s more than it took to build the 


‘ iiiieistate.hlghtvay’system'I We could 
i rebuild 'th£ interstate highway system 
with the; money that-has been pour^ 
‘ jnto'thisj.black<hole for the S&Ls. 

‘‘Evciy time you sit in a traffic jam 
for, the rest of your life, think of the 
• faettthat you donT need to beVherelf 
thesa'pcople'- had not whittleq away 
\th^«^huhdre4s‘.ipf 'billions. This is 
'.■jnorfi’.than'...the.,.cost of the. Vietnam 
. Waf;;'\yc ;shqid^^^ a memorial on 
;■ the ttrallfor tliis l6st money.” 


'‘■.'7JFKc'Si^L''cn is expected to cost 
'taxpayers3t l^st.^SjXbjSiMHFhe 



:;*Davids6nVtand .xthe' 


'stressd 


; ’L|ncoln!s'iyiure^:as';welk;%^l^^^ oyS^all 


: ^flier calls for’his ouster^rdm'Senaife 
£-Majqrity’-;'Leader~ Gebrge^' Mii^;hell, 
f.'i^^aine;. ■ TAe WM- Street. Journal; 

! .sih3 House Banking Ckifrimltlee 'Chair- j 
ijmaij .Henry Goii^lez, :p-Texas.-.:7'yi ■ > 
^spok(»mah<'’'J^a2d-4;i^^ 
!^iW;:his-boss,:.who headedihe Federal 
jHT6meVjL«m B’daf<I.7]hn^^^^^^^ 
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Bush urged tuJire S&L regulator ^ deb^cl| 


— BUSH,|j 


from page D1 


OfTicc of Thrift Supervision lo6k its place, 
should be lauded for his performance. • ' 

“Dan’s job was to salvage what .was left 
of the industry, to set if back straight,’ to 
return' it back to. some kind of-tVorking 
order,” Hoyle said. . . . ' 

• Hoyle said Wall had not been contacted 
by the; White House or by .his superiors at 
the Treasury Department about resigning. 

Bush said, earlier this month that he ■ 
would consider replacing Wall if he found 
him to beW fault, but a few days later, the 
administration said it had no intention of 
pushing Wall out. 


White House spokesman Marlin Fitzwa- 
tcr repeated -that staitce Wednesday morn- ’ 
ing, saying “Tfiere’s been no (consideration 
bfMf.Wall’sicnurc.” ! 

= Wall. has;;bccome' a lightning rod for 
criticism' of the government’s, handling of 
the' S&L' crisis, and recently concluded 
House hearings on Lincoln’s collapse led to 
the renewed calls for .Wall’s ouster. . 

Wall; .who tMtifi^ 'Tuesday before the 
House. Ranking Committee; said he had 
moved as quickly as possible to close. 
Irvine, CaH&%fiSsd> Lincoln and denied 
that he hesitated because of pressure from 
five senator^ including Arizona’s. 


' !.But the groups calling’ for ^allVouster, 
said Wednesday that Wall! .had j' to havd 
been influenced by the intensKintdr^t that; 
those senators exhibited in Kpw';^Cherles H- 
Keating Jr. and his, I^incolif; thrift - wer^' 
being treated.. " • • ^ 
“When you have! that, many 'lenatoi^ 
who are. ganging , up I6getheif, .it!:has ah 
effect,”.... ’Public' Citizah''jPreSideht‘ Joaii 
= Claybrook said. ' , '..V ' i! 

“It is- 'a vety inappropriate thing, for 
them tp.have done.” ; . , -r . •* , ’. .' 

the five senators D'cConcini,' 

D-Ariz.; John McCain, R-Anz.; Alan 
Cranston, D-Calif.; John Glenn; D-Ohio;’ 


‘and. Donald Riegie, DrMlch.''.H.lnei,,with 
; •. federal re^latom in April-i987 to ask,why 
; their examination of Lijn^Jn was taking ^ 

;'!=''lcing4t'' 

' Alirfiv^’whpVn’ipw arO'Uhder scfutiny bjr 
the'Sehafe;E&icsi^ and th^FBI, 
- hayedeniraanyltmhgdomg.;^ ’ 



coll); and DeCon'emi ahd’<^hstdh tried to 
peisuade'.pffidais j^flateta^ jashspring to 
; help Kealing.'seMis th’riftratK^'-tean let it 
’.t.'be'sPi^ by the gpyeinnjen’Li^ !/■ - •; 
'...thoV effortstailedjjahd’rcgiBatore 
over Lincoln oh April ! > : 
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. These notes are excerpted from the April 9 , 1987, 

♦ mecklng.between.fivej^ senators and Sah Francfeco-based 
‘ regulators of the Federal Home Loan Bank Board. . j r . • .v 
notes/taken by William .K. BIack/then-depuW,directo 
of tae :.FederaL^Savihgs and -Loan Cqrp., have 

become a.key'to the investigation into the collapse of Charles 
'H Keating Jr/s Lincoln Savings^and Loan. Jhey.are central to 
the question "of whether the.; five senators intervened 
improperly with federalTegulators in an attempt to persuade 
them to ease up ori'LincbInfollowing Keating's complaint that 
the government was unfairly restricting his ability to do 
business. All five senators received donations frorn Keating; 
but deny impropriety^ ' ‘Tf ■* 

While extensive; these notes 'are not an official transcript 
of the meeting. Nevertheless, the/ have been examined 'by 
the participants and none has disputed their accuracy. ^ 
PARTICIPANTS:' ^ \ 

' WILLIAM K. BLACK, then-deputy director pf the Federal 
Savings and Loan Insurance Corp. (FSLIC). J, 

, JAMlS CIRONA, president bf the Federal Home Loan Bank 
of San Fr^cised. * 

SEN.'^AN CRANSTON, D-Calif. . 

SEN. DpNNIS DECONCINI, D-Ariz. 

SEN. JOHN GLENN, D-Ohio. 

SEN. JOHN MCCAIN, R-Ariz. ' 

- MICHAEL PATRIARCA, Director of Agency" Functions,.. 

FSLIC. • . ' ^ 1 V 

SEN. DONALD RIEGLE, D-Mich. , ' ^ . 

RICHARD SANCHEZ, supervisory agent for Lincoln. 

DeConcini: ... We wanted to meet with you because we 
have determined that potential actions, of- ypurs 
injure, a constituent. This is a particular concern 
because Lincoln 'is willing to take ‘ substantial .actions^^^^^ 
deal with what we understand to te your concerns. Lincoln 
is prepared to. go into^a major homedoan program — up to 
55 percent.ofitsf assets. We understand that that’s what the 
Bank Board wants S&Ls to . do. It’s prepared to limit its 

... . . - ? Tx*.. 


highi 

even 

wisli 

I 


risk bond holdings and real estate investments. It’s 
willing to phase-out of the insurance proo^ if^ou 
They need to deal with, b'he, 4he effect of bur reg.rf^i> 

' . — SeeN0TE6n?aig^tf. 
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— NOTES, /}*0J2J page C/ ' ' * 

ilinboln is a viable orgapizalion. It made $49 million last 
yean even more tHe year before. They fear falling below 3 
perclni and becoming subject to your regulatory conwol of 
tlieqperations of their association. They have two-,major^ 
disagreements with you. First, with regard to dir^t 
investment. Second, on your reappraisal. TheyVe suing: 
against your direct investment regulation. I can’t make a 
judgment on the grandfathering issue. We suggest that the 
lawsuit be accelerated and that yoii grant them forbearance 
while the suit .is pending. I know something about the 
appraisal* values ; . of the Federal Home Loan Bank 
Board.* They appear, to be grossly unfair.’ lyknotv ; the j 
particular property here. , My. family ;is in r^K estate. " 
yncoln'is prepared to reach a compromise value with you. « 
ranston: I’m .sorry I can’t join you, but I have to be on 
die floor to deal with the bill. I just want to say that. I 
share the concerns of the other senators on this subject. . . . 

McCain: . , , One of our jobs as elected bfiici^s is to 
help constituents in a proper fashion.; ACC (American 
&nlinerilal Corp.) is a big employer and importahi iodhe 
local economy..! wouldn’t' want any special favors yor. 
them. It’s like the Apache helicopter program that Deimis 
and^ are active’ on. The^Army wants to.cpt back, ^Jie 
program. Arizona contractor^ make. major components of . 
the' Apache helicopter. We believe, that the. Apache is ' 
important to our national defense. That’s why we meet \ 
with (name omitted) and try to keep the program alive. . « 

I dontt want- any- part’* of ' our , conversation lo be 
improper. We asked (Bank Board) Chairman (Edwin. J.) 
trray about that and he said it wasn’t improper to discuss 
Lincoln^ I’d like to mention the appraisal issue; It Seems to 
me, from talking to. many folks in Arizona, that there’s a 
problemil Arizona is the second-fastest growing state. Land 
values are skyrocketing. That has to be taken account of in 
appraisals. ... ' 

j , Glcrin: . . . ACC is '.aU Ohio-chartered corporation. I’ve 
known them for a long time, but it .wouldn’t matter if I 
didn’t. Ordinary' exams take maybe up to six ;m6n.ths. Even 
tlie ; accounting firm says .-you’ve taken -ah ■ unusually 
Adversary view toward Lincoln, To be blunt, you; should 
charge them or get off thdr backs.. If things are bad there, 
get to them. Their view is that they took a failing business^ 
and'put it back on its feet.;It’s now viable and profitable. 
They ‘took it off the endangered sp^ies list. Why has the 
exam dragged on and on and oh? I asked Gray about* this; . 
Lincoln has been told 'numerous times that the exam 
being directed to, continue by. Washington. Gray said this 
wasn’t 'true. " ^ , V / ^ ' C 

1 Ricglc: . The appearance .from a distance is that this 

thing is out of control and has become a struggle ’between.’ 
Keating and Gray, two people I gather who have -never 
cven/met. The appearance. is that it’s a'fight to a^death. 
This ’’discredits everyone iL it becomes the perception. If 
there arc fundamental problems at Lincoln, OK. • \ 

had a lot of people come through 'the door filing 
that they’ve been put through a. meat grinder. I want 
pi’dfe >sionalism. And your 'backgrounds attests to that 
professionalism. But I want hot just "professionalism, but 
fairness and .the 'appearance of fainVess.'So I’m Very glad to 
have* this opportunity to hear your side of the story. * 



i’m not toeing .to. get anyone off. If there rts * 
^jpngdting I’m on' your' side. ' But .1 don’t-twant- ai^ - 


IJrrGlei 


tihfairnfcs against a Viable entity. .. . ' , j *1 

!"'Ciro^: First, if there’S' any fault to be had concemiri 
the Jenglh of the examinatioiij it’s' on my shoulders,-W 
dctcnninc how examinations are conducted. Gray- never 
cave me instructions on how to conduct this.exam or any 
other exam. At this meeting.you’ll hear' things- that Gray 

^own’tknow. . - ‘ ' ; ...i 

’ DcConcini: Did Gray ever ' talk to you a^ou^the 

examination of Lincoln?'. . . ‘ ‘ 

Patriarca: . . . Wc received no instructions from Gray 
about the exam of Lincoln. We decide how to do the exam. 

J * Clrona: This meeting is ‘very unusual;* to discuss a 

particular company. ' ^ ^ . 

DeConcini: It’s very unusual for us to have a company 
tlial could be put out of business by its regulator. ... ■■■ 
Sanchez: An appraisal is an important part o 
underwriting. It is very important. If you don t do it ngnt 
voii expose yourself to loss. Oiir 1984 examination showed 
significant appraisal deficiencies.. Mr. Keating Fonnsed to 
cdiTcct the problem. Our 1986 examinatipn showed that 
the problems had not been corrected, 4hat there were huge 
appraisal problems. There was no meaningful underwnting 
on most loans. We have independent appraisals. Memll 
Lynch appraised the Phoenician. It shows a'Signincant 

ross'.piher loans had similar losses. 

■ D&oncini: Why not get an independent appraiser? 

' SMchez: We did. , , . , 

Dcfconcini: No, you hired them. Why hot get h truly 
independent one or use arbitration, if you’re trying to bend 
'om backwards to be fair. There’s no appeal from j|pur 
'reappraisal. Whatever it is you take it. 


11 Will j.v. 

Sanchez: If it meets bur appraisal standards . \ 

pi'ocess is ?n* 


lot 

and 


XI 11- lWV,/WtO WMl -'J — - — .. 

"-drona: The Phoenician reappraisal process 
<»mplete.' We 'have received' Lincoln’s, rebuttal 

foi-wardcd it to our independent appraisers....' 

• 2 -Sanchez: Lincoln had underwriting problems with all ol 
th’cif investments, equity securities, debt securities,- land 
loans a'nd direct real estate investments. It had no. loan 
•underwriting policy manual ' in effect when we began our 
1986 exam. When-the examiners requested such a 
they - were informed • that it was being printed, pe 
examiners looked at 52 real estate loansr that Lincoln had- 
made since the 1984 exam.'There were no credit repop on 

tiic-b’brrowers in all 52'of the loan.filw. ^ ' 

• 'DcConcini: ! have trouble .with thjs discussito. pe you 
^yiiig that.their-undenvriting.practicfe we^^ 
nbflhe best practice? ' . -• 

■ drona: , -These ■■ underwriting ' - prpices violate . our 
rdgulatory guidelines.- 

■ ' -Black: They are also an unsafe and unsound practice. 

-'DcConcini: Those are two very different things. 

Sanchez: You need credit reports for proper underwnt- 

-.It^icgie: . . Do we have a history of loans to folks with 

inadequate credit?- ; t j 

Sanchez: $47 million in loans were classified by 
Scaminers due to lack' of adequate credit . to assure 

repayment of the loans. ' ' * 

KPatriarcai They’re flying blind on .all of their .diffeVenL 
loans and investments. 'That’s what yoii do when you dbp t 
undenvrite. ... = 1 



Glenn: How many loans have gone belly-up?' -'^ 'V-i , ' 

* Sanchez: We don’t know at this-poinl how iaaOTof the 

,S;iJiave«4efaulted. These loans generally l^B^ttcrcst 
reserves'?' .. - - 

Glenn: Well, the interest reserve should’ have, nih out on 
niany of these. • „ \ | 

Cirona: These are longer-term investments;;’ * ' ' 

^ Black; 1 know that Lincoln has refinanced some of these 
loans. . ; .| ■' , 

• Glenn; Some people don’t do the kind of finderwriting 

you -want. Is their judgment good? *' . •* 

-.JRatriarca;. That approach might be OK if they werc^ 
doing it with their own money r-They aren’t, ithey’re jising I 
federally insured deposits. . . * ; « - " % ‘ C 

^t'Ricglcft Where’s the smoking -gun? Where are the losses? 
-/'DeContini; What’s wrong' with this if they’re willing to 
clean up iWr act? V ' l- X''’ ' ' 

i'e^rGirona:^ his is a ticking time bomb.‘ 

^Sanchez; I had another case ^yhich reported stroiig 


earnings in 1984. It was insolvent by 1985. . , ' 

Ricglc: These people .saved a‘ failing thrift. ACC, is 
repined to be highly competent. ^ ' ' " " 

Black: .Lincoln was not a failing thirift before ACC 
acqiired it. It met its net worth requirement. It- had 
returned, to profitability before if Was ’acquired. It had one 
of.the lowest ratids of scheduled assets in the 1 1th District, 
the area under our jurisdiction. Its losses were caused l?y ’ 
an interest spread problem from high interek rates. It, as 
with most other California thrifts, would have become very 
profitable as interest rates fall. ■ ■ • . • ■ . • 

DcConcini: .1 don’t know' how you can consider it a - 
success stoi-y. It lost $24 million in. 1982 and 1981. After it 
was.acquired by ACC it made $49 million in one yeah • 
McCain: I haven’t gotten an answer to 'niy question 
abont why the-exam took so long.’ ; 

Silnchez: It was an extremely ' complex examinatior 
because of their various investments. The examiners wer< 
actually in the institution from March to October — eighi 
months. The asset classification, procedure is .very tim<: 
consuming. , ... 

McCain: What’s the longest exam you ever had before? 
Cirona; ’Some have technically never ended, where we 
had severe problems with a shop. ' . - . 

McCain; Why would Arthur Young say these things 
about the exam . — that it was inordinately -long and 
bordered on harassment? > ■ 

Glenn: And Arthur .Anderson said they withdrew as * 
Lii^ln’s prior auditor because of your harassment. . . - 
fatriarca:. I’m relatively new, to the savings and loap. 
indisiry,'' but I’ve never -seen . any .bank or S&L thatis 
anything like. this. This isn’^even close. You can ask i% 
banker you know' about thesV practices. They violate the 
law and regulations and commian sense. ' • 

" Gleiiii: Wat violate the law?} - ■ . 

. Bftriarca: .Their direct investments violate the regula- 
tion.! Then there’s the file stuffing. They,' took undijted : 
ddcumefits purporting to show.underwnting efforts’ ^d 
put taem into the files sometimes more than a' year af|er 
they made the investments. 



Department of Justice..Not'mayb^ we’re sending one.’This ; 
is an extraordinarily serious matter. It involves a whole 
range of imprudent actions. I can’t tell you strongly 
enough how serious this. is. This .is not a profitable, 
institution. Prior year adjustments will reduce .the reported 
$49 million profit. They didn’t earn $49 milfion. Mt me. 
give you one' example. Lincoln sold a loan with recourse 
andibooked a $12 million profit. The jiurchaser rescinded 
the Vale, but Lincoln left the $12 million profit on its 
books. Now, I don’t care how -many accountants they get 
to say that’s right, it’s wrong. The only thing we have as 
regulators is our credibility. 'We have to preserve" ti. .. . . ^ 


vruuiu/W wiwv. iiHiigsi iucy nave 

^Q ffl g d th eir credibility .too. They put -the firm’s neck out 

- . Patriarch: .’.TliJIll^ve a. client. The $i2'Som“in 
e^rnmgs was not.unwpund.. . 

; ,DeConc|ni:.You believe they’d prostitute themselves for 
achent?.;. . I";. , . j;, " 

l^friarca; Msolutely, it happens all ihe time. '. /! 7 - 
■ qrona:.I also wanted to note that the Bank. Board has 
had a lot .of problems with -AY, and is thinkiag-ofialtine 
disopfinajxactionagainst it. ’ ® 

Brack; Not for its actions here. Primarily because of its 
..ffljjch.;. h.as.„pe yerl-jnet,^ ..4^ 49.ye?tn}ent; . 


They think everything is a loan. This has quite an effect on 
the income you can claim. ' 1. V . 

EmAire of Teps is a perfect example. It did acqui^tion^ 
develpjjment and construction loans that were r^lly Hirect 
investments because the borrowers had no equity fti the 
projecls.'Tt ’'booked all the ^ppints and.Tees up front as' 
income. It created inter^t r^erves so the loans couldn’t go 
into default. It provided takeout financing and then end> 
loans so that the loans couldn’t go into default for many. 

S .^All of, this led it to report record profits.- Even when 
^si& sorted, as long as it grew fast enough and could 
bpdk^n^ up front it could remain '‘profitable.” If 

..of a pyramid scheme with rapid growth.' 
>^l3ncom;.ha.|;|rown^ 

/ can tell you from my experience as former 
•Iiti'g8tiSjK;i^ir^ctor, where I sued for many of these failed 
•'!Shp^S^jUjat^^ routine for the accounting firhi to serve as 
■jniingi|ei^^ expert witnesses and adopt an extremely 

it alf comes down to is th?t Congress has been on 
and .-many of Us think rightly, to act before an 
institution fails. That’s what we’re doing here, and-I think, 
it is laudabje;,.. , 

^ DeConcinhWhat? ' . . • : 

.'.'Bladk: Laudable. : n'].' 

Sanchez: dur exams has .found that . . ., they will fail to 
meet tfleir nel worth requirement. They have $103 million 
in "gooawill .’on their books. If this were backed out they, 
would be $78 million infolvent. ■ ■ 


• -Patriarca: They would be taken over by the'fegUlators if 
ihey wercabank. ■ . • ■ - 

;^<DeCpncirii: You’re saying they’re insolvent. 
j">?Black: They’d be insolvent on a tangible capit: 1 basis, 
which', is basically the capital standard for banks. 
•■Sp^ijoncini:- They’d be insolvent if they were a bank, but 
bypaw yoii have to use a regulatory capital standards,- and 
un|&,,,that,sfondard they haye .$25- million in capital. Is 
.thatjvimat yotf ^ 

’PafnSrea; By regulation we have adopted a regulatory 
capftal;.standard. . . .. 

''iv,r5P"eConcini:;And you’Jl take control of them-'if they fail 
ypuf,,net worth standard, you’ll take operational control of 
;them;-fe;i}|i:^ . ■ - r , • 

Cirdiiut.'^Ut’s speculative.. We’d take steps to .reduce 
the{f;risk exposure . ’ . ’ • ’ 

‘-Rlegle:-W‘h?t would you require them to sell? r , -, ' 

. qroiia: Wey probably have’them decrease their growth.^ 
'Tjnje'and ^ain we’ve foujid raj^id growth associated; with, 
'toss. Lincoln has grown rapidly. ■ • . . ’ , ... 7 i .. ' : 

-Black: 'Are- you sure.you want. to talk about this? -We 
Mven’t made .any recommendation to the Bank Board yet. 
,'The Bank Board .decides ’what action to take; These are 
'very 'confidential matters. ’ > - 
'■■^^DeConcini^fNp, then we don’t want to go into .it We 
■were just ^Kbg very hypothetically, and thk’s how you 
(indicating j^?.' Cirona) were responding. 

- Cirona: Th^’s right. ■ . . 

DeConcinh^Cah we do something other than liquidate' 
them? '• - ^ ■ 

Cirona: I hesitate to tell an association wh^ to ^ o.. 
.t^e’re not in control of Lincoln, and won’t be. We want to. 
:'^^rk4he probjem'out. •' ■ 

Have they tried to work it out? 



. ' ' ‘OrShla: AWe’vef met' 'with ..them 'nume^jP times, vl’.ve 

never SMiiAsiich rantank’erous behavior. At one point, they 
sa| 4 , 4 )jii£^miners couldn’t. ^et aiiy association, documents^ 
uhMs|^^y;madc the request through Lincoln’s MBw¥e¥k' 
^i||i^^Op'^Si)sel.- /; 7 ' 

Riegi^j^^^;^ that does disturb me, when you have to go ■ 
through Ni^.Y6rk litigation counsel. What could they do?’| 
^it'td^« V : V, . .-,. 3 

' Cirona: It’^never too late; . • « 

■ ‘McGain: What’s the b^f ’approach? Voluntary, guide-' 
,lin(^in%tepdof.compuls6iy’order?‘' • ■ ‘ j.] 

DcCohcini: How :16ng will 'it! take you to' finish IheJ 
exani?-.-.'-; : : _ • 

• • Patriarca; Ten days. ‘ ■ • ■; ’ . ’ ' 

' Gleniu'Have they been'tbld what'you’ve told lis? 
Patriarca;, We provided them ’with our views and gavbj 
them elery 'Opportunity 'to' have us he^ what\hey had to 
say. Wtrgave them our classification of asset mkerials and] 
went thilough them loan by loan. This is one of me' reasons’ 
'the exara has taken so long. , ' .! 

;DcConcini: ; . . The criminality surprises me. We’re not 
interested in'discussing those issues. Our premise was that 
we had a viable institution concerned that it was being over! 
regulated.- ' '• •' -. 

■/'-Glenn: What can we say to Lincoln? ' ‘ .jj 

Black: Nothing with regard to the criminal referral,'.^ 
They haven’t, and won’t be told- by iis that we’re making 
one. •< ■ ‘ '“ • ■ !' 

Glenn: You haven’t told them? ■ 


Black: No. Justice would skin us alive if we did. Thosi^ 
referrals are very confidential. We can’t prosecute anyone 
ourselves. All we can dp is refer it to Justice. ! 

■ DcConcini: They make their own decision whether W 
prosecute? ■ , . • ' • 

'Black: Yes.'I 'also want to'mention that we are already 
investigating Arthur Andersen because of their role in the 
file stuffing. We don’t know whether they knew the 
purpose for which they were preparing the materials. . . . 

With regard to what you can say to Lincoln, you might, 
want to simply have them call us. If you really want to talk 
to them you can say that it will take us 7 to 10 days to 
finish the exam. ; ' ^ 

Riegle: Is this institution so far gone that \\t can’t be 
salvaged? • | 

I|atriarca: I don’t know. They’ve got enough nsky assets 
on (heir books that a little bad luck could nail them. You 
canj remove the risk of what they already have. You can 
reduce what new risks they would otherwise add on. . • 
Black: They have liuge'holdings in Tucson and. Phoenix. 
The market can’t absorb them for many year's.' You said 
earlier that ACC was ktreniely good, but ACC has gotten 
out of its' former primary activity, homebuilding . , . They 
also had ,tp get out of -.their second leading activity, 
mortgage banking. They’re now down" to Arizona. ' 

That’s not. a bad market,. but -no'one knows how well it 
will do over the many years that it would .lake.tp'absorb- 
such huge holdings in Tucson,an'd Phoenix. . •.- ? 

DcConcini: .-So you don’t know what you’d do with the- 
property evehif you took. them oyer? . 

. Black: Bill .Bldck doesn’t. Bill Black is a lawyer. We hire 
experts to do this work. Our .study of their Arizona holding' 
was done by top experts. Our study of, below investment „ 
grade porpprate debt securities; what folks usually call jupk 1 
bonds, but I. avoid it because I don’t know where you stand . 
on such bonds; was done by top outside experts. I see iri; 
this Arthur Young letter that they criticize us for having, 
an accountant with “only” eight years of exp erience j r 
w^-iUlmr.'; .-I don’t see how you can'claim eight.yMrs . 
as inexperienced. But we didn’t simply rely on him, wei 
had. wasn’t it Kenneth? -i ; 


. Sanchez: Yes^ij^neth, Leyenthal. 

Black: -We hflkenheth, Leventhal, outside- accoun-<; 
tan ts. work'o n tn^^hese are also some of the reasoii s.the; 
exam took time. [ ■■ 

■-.•.Patriarca: I think my colleague Mr. Black put it right 
when he 'said that it’s .like these guys put it all on 16 Black; 
in Roulette.. Maye they’ll win, but I can guarantee you that 
if ah institution continues such behavior it wilf eventually, 
go bankriipt. 

• Rlsgl«jW«}l, I giiess that’s pretty definitive. _ 



Michael Patriarca 

*‘lfs like these guys 
put it all on 16 Black 
inRoplette...M 
they’ll mil, but 
giiarantde you thai if ■■ ' f 
attipstifution 
contihuessueh ■ 
behavior it will .. • ■ 
eventually go ■; 
bankrupt.” , • t 



William Black 

"It gets to be kind of a 
pyramid scheme with 
rapid growth. Lincoln^ 
has grown very fast. 





Richard Sanchez 

"Our ex^s has found- ■ 
that they will fail 
to meet their net worth ‘ 
requirement. They. ■■ 
have $103 million in 
goodwill on their 
books^ If this were 
backed out they would 
be $78 million , 
insolvent ” ■ • 




James Cirona 

"This meeting is very 
uhusual, to discuss a 
particular company 
. These 

' underwriting practices 
violate our regulatory 
Sidelines . . . This is a 
ticking time bomb. ” 



•) > V 








l^eri'.Mhh Glenn • , ‘m 

*00 Bh blunt, -you-^WM 
should- charge them 0 r\^ 
get off their bacM if - 1 
things are] bad there^i ■ 
:gd 

view is' that theV tooJ^‘^ 


’‘5#%.#', . . *-•• ■ 

'•. ;■. ■•,1. -:. -r 

* '.ft . 



Seri. John McCain ~ 
**Why would Arthur 
Young say these things 
about the exam that 
it was inordinately 
long and bordered on 
harassment?’* • 



>Sen. Alan Cranston 

**I just want to 
on 0s subject. 



Sen. Donald Riegle 

**Is this institution so '. 
far gone that it can’t 
be salvaged?’-’ 


'•V ,' 

, mt «, I ‘ 

t'.- 


' ‘ , V * ’ “ 

' r ’ * ■ . ‘ : 
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©^onGini 

investeitr"^ i 
in LmCQlii - 

Campaign cash 
put into thrift • . : 


By Anne Q. Hoy 

.Republic Washington Buteau ' 
,• WASHINGTOK-^ While Charles" > 
H Keating 'Jr. 'was, iny^ing in the 
political fortunes ; qf ‘Sen. ' Dmnis ' 
Eef^ricini, ihe ' Arizona Demccrat .' 
y|as- investing in Keating’s tlrift, 
records show. . , 

DeConcini’s 1988 senatorial ' cam- , 
paign" invested $l 06,000 in a jumbo 
240*d'ay certificate of 'deposit ,at,_ the 
■Irvine, "Calif.-based Lincoln Savings 
•and I^an in fall 1987, according to , 
documents obtained by The Arizona 
■Republic: i 

. It was the only out-of-state deposit 
made by DeConcini’s S3.2 million 
campaign. The campaign received ‘ 
about $48,000 from Keating and his 
associates for last yrar’s re-election 
bid. ■ . . f ■ 

DeConcini spokesman Bob Maj nes 
saia the senator .has 'a 'policy of 
spr^ding around his campaign jh'ar 
\ — See DECONCINI, page A7 
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chest by depositing similar amounts in 
various Arizona banks and thrifts. 

Maynes said DeConcini considered 
Lincoln an Arizona institution be- 
cau^ it had $1.3 billion invested in 
Ariaona. Lincoln was owned by 
Keaung’s Phoenix-based American 
Continental Corp. until federal regula- 
tors seized the thrift in April. . 

Although DeConcini’s investment 
was entirely legal, it was unusual 
because of its unconventional eight- 
month maturity period. Also, the 
senator allowed the certificate to 
mature and then waited one month 
before doing anything with the funds. 

The interest paid on the certificate 
of deposit was about average. The 
240-day certificate earned 7.45 per- 
cent, and then earned 5.5 percent 
when it was moved in May 1988 to a 
regular savings account for one 
month, according to congressional 
sources. 

Ihterest totaled $5,444 

‘ . lAt the time, $100,000 certificates of 
deposits nationally were earning 733 
percent .for six months and 7.66 
percent for 12 months. 

DeConcini’s certificate earned 
$4,898.63, but by the time the funds 
were transfered from the California 
thrift to First Interstate Bank of 
Arizona in Phoenix on June 8, 1988, 
the total interest amounted to 
$5,444.90, the records show., 

'The interest earnings increased 
’ slightly because DeConcini’s then- 
campaign treasurer, Thomas Karlseiv 
■ wiliidrew the funds a month after the 
cerjlificate matured. During that 


soliciting deposits in Arizona through 
American Continential. 

Maynes said the funds were not 
solicited by Lincoln. 

He said DeConcini made similar 
investments at five Arizona bankLand 
four Arizona thrifts during the '1988 
campaign. _ ' 

The banks were Valley National, 
First Interstate, Arizona Bank, United 
Bank and Great Western Bank. The 
thrifts were Pima Savings, Western 
Savings, MeraBank and Great Ameri- 
can 'Bank. 

‘Keating Five’ probed 
The FBI and the Senate Ethics 
Committee is scrutinizing the political 
relationship that DeConcini and four 
other senators, including Arizona 
Republican John McCain, forged with 
Keating. . 

The ethics panel is examining 
whether the senators interceded with 
federal thrift regulators in KeaWng’s 
behalf in return for $1.4 milliow that 
Keating poured into their campaigns. 

Both Arizona senators and Sens. 
Alan Cranston of California and John 
Glenn of Ohio met with the nation’s 
top thrift regulator, Edwin Gray, in 
Keating’s behalf during an unusual 
meeting in DeConcini’s office April 2, 
1987. The senators, joined by Sen. 
Donald Riegle, D-Mich., then met 
with San Francisco regulators a week 
later and made another .pitch to get 
regulators off Keating’s back, i 
As late as April, DeConcini 


month, Lincoln moved the $100,000 
plus interest into the 5.5 percent 
standard savings account, where it 
earned an additional $546.27. 

A June 6, 1988, note obtained by 
The Republic asked that the funds be 
transferred by wire to Arizona. 

“Thanks so much for everything,” 

Karlsen wrote to a Lincoln bank 
manager. “Unfortunately, the cam- 
paign is under way, and the funds are 
needed.” 

Karlsen is facing mail-fraud char- 
ges stemming from the alleged theft.of 
$500,000 from DeConcini’s campaign 
in an unrelated issue. 

Fred Eiland, spokesman for the 
Federal Election Commission, said 
election laws allow campaigns to 
deposit contributions across state lines 
as long as the campaign properly 
reports its earnings, as the DeConcini 
campaign did. 

Deposit raises questions 

The deposit has been questioned 
privately by .some members of the 
House Banking Committee, which has 
been probing the record collapse of 
Lincoln. Lincoln w.as seized by 
regulators in April, and the collapse is 
expected to cost taxpayers more than 
$2.5 billion. 

Documents regarding DeConcini’s 
transaction have been obtained and 
reviewed by the Banking Committee, 
sources said. 

Among questions committee mem- 
bers have considered is whether 
Lincoln solicited out-of-state funds 

from DeConcini. The California Divi- .p — -- "V'v 

__skmrof Savings and Loans, that stated— tsffls to federal officials seeking their 
thrift-regulatory agency, sanctioned clout to help Keating sell the troubled 
Lincoln on Dec. 20, 1988, for illegally thrift. 


called 


a top California thrift official tp help 
Keating after having made earlier 
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^smissa! 



is urged i 

Bush supports 
embattled Wall 

By Sam Stanton I 

Republic Washington Bureau . j “ 

. ;yjASHINGTON — Consumed ad- 
vocates and thrift groups. Wednesday 
incr^sed pressure on President. Bush 
to fire M. Danny Wall as the nation’s 
top thrift regulator because of his 
oversight ' of . Lincoln Savings and 
Loan.. 

Wall ignored the renewed pleas for 
his ouster, and the White House stuck 
to its official position that no decision 
has been made to^relieve Wall as 
director^ of the Oflice of Thrift 
Supervision^ 

• Top members of Congress have, 
called for Wall’s firing because , of 
Lincoln’s collapse and the crisis in the 
nation’s . savings-and-loan industry. ^ 
Several groups added, their names 
■ Wednesday, to the ; list of thpse 
warlking WMl gone. -i . j 

' Catizens Against Government j 
WasJ^ Ralph Nader’s. Public Clilizen , 
organization, the National Taxjjayere ' 
Union Foundation, and nationally : 
known thrift analyst Bert Ely said at a . 
joint press conference .that . Wall’s I 

• mishandling, q crisis rc^uir^ j 

.hisfcmoval'^l ‘ [ 

,*J‘THc\^mount"^ ha§| 

> been lost in this thing, people just do 
not! comprehend,” ; taxpayersTpunda-’ 
^ • tiQn.ehairm James Dayidsoh-saidH ^ 
Vlt’s more than it took to build the 
interstate highway ^system" We could 
‘ rebuild the interstate highway system 
with theimoney that^has been pour^ 

' into thisjblack hole for the S&Ls. 
“EveiV lime you sit in a traffic jam 
for the rest of your life, thinK of the 
factuhat you don’t need to beVhere'ir 
"Ihesd people had not whittla\ away, 
\thesd;|iundre4s,pf 'W This isj 
•.!inprev.than/ihe...cost of the. Vietnam 

• Wai;.^^^^ a memorial on! 

; .the.tnallfof this lost money.” /. 1 




^.J^fjsis is exp^ted to cost 
taxpayers^.at least 'SlSQ' KniohSj ^ j 



, ^rlier callsTor'hi ouster Irbhi Sehafe 
^iMajbritV'\ Gebrge;! Mitchell, 

The Wall' Street. Journal; 
i a^hc[:*Hduse Banking Committee Chair- 

Uam*.!* arr ‘T^ 'Avnn . . J. ”*■ 



!{s,?ud;;his.boss,'.who headed;the Federal 
:H'6me'-:;jU6an' Board-'iiuiiliip^e 
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. '..But the groups calling. for'WallV ouster,;; an^. Donald Riegle,- DrMich;^j;— inet.with 
said Wednesday that Wall!;hadit6 havd' .federalrej^latorein Aprih.i987 toa^k!why 
been influence by the intense'inter^t tha^ iy theire^ of Lin^]n; was; taking §6 

those senators' exhibited in hpw' Charles ft. H;? 'k-r-; 

Keating Jr. and his, I^incolit thrift^wereS \ Ali'fiv^' who'iho^ 
being treated. • j'-’ t! '; /rjVthe Sehiateftihids^mfnlt^ 

“When you'' have’' that^ many '^senators l, have deniw driy!^rongdoing.,j;^u <■ ' fr ■ 
. who are, ganging. up togetheri.it^has an j'- ;;^e 5ra.atorsiiinettw*^^^^ 
effect,” .irPubHc Citizen/ :PreSiden]t' Joan ;/ officeAori/ir^^ of jLin- 

Claybrook said. coln';-andDeCo|fcirii'an^ 

- “Tf ic-’ n 'VPTV inflhnfrtririfllA itiina fnr . nfftraals 


D-Ariz.; John McCain, R-Ariz.; Alan 
Cranston, D^Calif.; John Glenni D-Ohio; 


\Th6se efforts Tailed^ ’ and rejMato^ took 
over liinc&ln oh -April ^ . > i\ ’ : 
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Keatiiig Case a r4gm^ fire for seiiators 


S \,’ are Arizorik Sens' Definis; 
DeCbncini and John McCain . 
really feeling heat- over the 
Keating-Lincoln Savings fiasco, or is 
this a pile-alarm fire .stoked by' the 
local media? . : . . .. ^ ^ ; * I/ ^ / 

It’saforest:fire.v . ; ; s 

.The fact that cayalier . Charlie’s 
shenanigans became the subject of 
nationally televised cohgressionM ’ 
hearings ought to be the first clue. 

If that doesn’t convince you, take 
a look\ at the actions of the 
embarrassed senators who went to 
bat for KJeating. And at the exposure 
the whole mess is getting on 
television, newspapers and ’ maga- 
zines all over the world. 

• The London-based Economist 
magazine went so far this week as to 
call the Lincoln Savings debacle the 
Iran-contra affair of the U.S. thrift 
industry. ’ ^ ■ 

• The Keating calamity regularly 
makes network news* and has been 
spotlighted in the past two weeks on 
the MacNeil Lehrer Report, Nigh- 
tline, ^his Week With David Brink- 
ley aid National Public Radio’s. 
Moiling Edition 
• Each of the “Keating Five” 
senators has hired hot-shot Wash-’ 
ington lawyers. Most- specialize in 
white-collar crime. •• ; * *'• 

•.The conduct of the five senators 
— Democrats DeConcini, Donald 
Riegje of Michigan, Alan Cranston 



KEVEN 

WILLEY 

Political 

Columnist 


in 


stories and stinging editorials 
newspapers across the country. 

Reform is the issue 

With any luck, this imbroglio will 
lead to campaign-finance reform. 
That’s really the big issue here. 
We’ve simply created a system that 
rewards elected officials who prosti- 
tute themselves for special interests, 
and it’s a system that desperately 
needs overhauling. 

In the meantime, you probably 
shouldn’t bet the house and kids that 
Keating will ever do time over this. 
Not with his cpterie of attorneys and 
the way our justice system works. 

But it’s' pretty clear that the 
Keating Five haye -been .'Severely 
damaged by the whole episode.* 

’ Wagging tongues already ^contend 
that' ihes debacle* v has '■''Shattered 
McCain’s ’ dreams .of running" for 
president and that’ DeCoribini will 


^ . make his third term^his last. TPs far 

of C alifornia, John Glenn of Ohio_^g,^ly to' tell 7^ M^^ 
and I Republican McCain — has ^Tof re-election '"‘until ''T992,'?-and 
provjided fodder for . frpnt-page DeConcini not until 1994— but the 


‘senators’ own adtions seem to mirror 
these fears. “ . 

Of the five, McCain has been by 
'far the most open in his damage- 
control' efforts, starting .with his 
unusual ‘ 90-minute ' October news 
conference in Phoenix. Since then, . 
‘he has focus^ much, of his attention 
nationally, 'accepting, nearly every * 
invitation to appear- on national 
news programs, including most 
recently the Brinkley ‘show and 
Nightline. 

Clearly, he’s worried about his 
national image. 

DeConcini, meanwhile, has tar- 
geted his efforts on Arizona. He’s 
done scads of interviews ‘ with 
broadcast and print media. 

DeConcini, who’s always excelled 
in constituent service, knows where 
his bread is buttered. 

Other strategies 

Other senators have adopted their 
own strategies. 

Ribgle, for examplci has been 
among the most tight-lipped. And ‘ 
he’s taking his licks for it. 

Riegle’s “reluctance to divulge the 
’exact role he played in this fiasco is 
disheartening and should give even 
his staunchest backers reason* to 
pause,” the Grand Rapids Press 
editdrialized recently. *' ' • ? 

“At ‘-the'; least, c.the: senator exer- 
cised. bad Judgment . .• the edito- 
rial continued. ?‘At the Voikt, he’s 
guilty of selling his position.'* 

In Ohio) The-Columbiis Di^k 
was hard .'.on .Glenn .last 



saying, “For Sen. Glenn, it’s no 
‘national hero’ these days; it’i 
‘purchased .politician’ or one of tht 
‘Keating five’ or ‘senator for sale.’ ” 
Dayton Daily News Editor Ma) 
Jennings, formerly of The Mesi 
Tribune, * was more charitable,- say 
ing, “Glenn and. -the rest go 
sandbagged. That happens .in poll 
tics, and Glenn can be forgiven fo; 
that, but only if he acknowledge- 
what happened and washes hi: 
hands of the Keating money.” t[ 
In California, pollster Mervii 
.Field says Cranston is in “dbej 
trouble” politically because* of ^jbn 
gressional testimony from elderl; 
residents who blame him for the los 
of their life savings in - Keating-re 
lated investments. 

The issue is more partisan h 
other states. Michigan’s GOP chair 
man called for Riegle to step dowj 
as chairman of the Senate Bankin; 
Committee. Republicans there an( 
in California and Ohio can hardl; 
contain their glee as Riegle, Cran 
ston and Glenn struggle* tcl explai? 
why voters should not assijme tha 
the lawmakers placed the interests c 
a ‘high-flying ‘fat cat” above th 
little people who will be 'paying th 
tab for Lincoln’s • collapse for de 
cades. ; • • ’ 

In Arizona, it’s tough for eithe 
party to t^e potshots because botl 
parties’ senators are involved. 

Yep, it’s a raging forest fire. Ant 
’ ■ blacken ; 
before it’ 
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WiiSHINGTON (AP) - Sens. 
Deni is DeConcini and Alan 
&an^n bear more blame than 
three other ■ senators accused 
with' them of improperly inter- 
vening with regdators in con- 
nection with the Lincoln Sav- 
ings and Loan Association, • a 
former top regulator says. 

Edwin J. Gray, former 
chairman of the Federal Home 
Lom Bank Board, on Sunday 
insisted that the five lawmakers 
improperly pressured him as a 
ravor to Lincoln owner Charles 
H-I|eating Jr. .“They were ask-- 
ing ine to withdraw a.regulation 
for their finend,”- Gray. said. “I: 


DeConcini, who made the pro- 
pd 3£d, who has continued to 
stj newall and deny it. And 
Se natoi- Cranston,” who re- 
ceived $850,000 in corporate 
•donations • from Keating ' for 
three voter regi^ation projects 
he favored ‘after the senators’ 


. said,- ‘We’re not going to do 
I that.’” 

I Two congressional. committees 
; are investigating the failure of 
■ the Irvine, Calif.-based Lincoln 
S&L, which is expected to cost 
the taxpayers up to $2.5 billion 
— $50 for each American fam- 
ily, according to Rep. Jim 
Leach, R-Iowa. 

The five senators intervened 
with federal regulators in 1987 
on behalf of Lincoln and Keat-' 
mg, who gave them a total of 
$1.3 million in campaign and 
f ; other political funds. The other 
vi^reeare Sens. John Glenn, D- 
f Ohio;“Don^d W. Riegle Jr., -D- 

Wali,r h^ld of the Office of 
Thrift Supervision, said he be- 
lieved..that|as congressional in-. 

. yestigations^roceed, “time will' 
indeed be kind to iis.” I^esident 
Bush said two weeks ago he had 
not ruled out replacing' Wall.*. 
i McCain and Glehn.,ihsisted on 


lie ittvureu mter tne senators. ' ’ itivvj»cuu auu uu 

two 1987 ‘meetings -with federal C Brinkley sho^..j^at they did 


regulators. . " . notlung ' wohg. jir^, connection ^ 

Meanwhile,; M.- Danny - Wall, / the Lincolh'ci^l^. , ' ’ ’ . . 

the nation’s chief savings rad \ “Any^ implication that I have’ i 

loan regulator, acknowledged on done something .wyong in this 
the Brinkley show tW he made case is just flan.^ong, rad I 
mistraes in connection with the resent it iwith ev^'fy fiber in my 
massive Lincoln S&L failure, being,’’ Glenn said. ‘ 

but said he has no plan ‘‘at ■■ ^ McCmn said, “It. \^as a seri- 
point’f to rerign. ..o^ ‘mistake on part” 'to 


Mich.; and John McCain„ R- 
Ariz. \ 

All five senators have itaid 
they . violated no law or rule of 
the -Senate, rad they have dis- 
puted Gray’s account of the 
1987 meetings. 

But the Senate Ethics Com- 
mittee two weeks ago appointed 
an outside counsel to investigate 
charges that their intervention 
constituted a conflict "rf interest. 

Asked on ABC’s “Tliis Week 
With Darid Brinkley” whaher 
any of &e senators were “more 
culpable, than others,” ^ray 
said, j;Tes ab solutely ... Senator 

have not immediately made 
reimbursements for. trips takhn 
on ■ Keating’s corporate plai le, 
but he insisted that inquii^jes 
eventually will clear him of any . 

; rule-breaking. 

“I ^d nothing that I wouldii’t 
do for any major employer, or-t 
' economid factor, in my state,”- 
' McCain sdid. - 


.According to regulators, Lin-i^^, 

coin’s nioney —.in the;foim-of — 

S&L deposits insurd3‘)."1[^‘’ thef indexed 

fedejr al government —'‘‘iiW^?osts 5 :...Fl LEO 

to an elaborate .“pyramid t 
scheme” of phony rdal estMt®; 0 D i9S0 
and other deals by E eatmg. I . 
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These notes are' excerpted from • the April Bt 1987# 

• meeting between.five JU.S. senators.and San Francisco^based 
regulators of the Federal Home Loan Bank Board. 
y .\T|ie.n6tes; taken by William .K. B!ackrthen-depufy, director 
of tfee Federal:* Savings and ^L 9 an . Insurance Cqrp., have 
.become a. key to the^investlgatiori into the collapse of Charles 
H Keating Jr.'s Lincoln Savings^and Loan. They are central to 
the question of whether vthe; fiye senators intervened 
improperly with federalTeguIators In an attempt to persuade 
them to ease up orilincbinfollowing Keating's com plaint that 
the governrhent was unfairly restricting his ability to do 
business. All f i\^e senators received donations .frorn Keating, 
but deny impropriety. ; 

While extensive,' thdse notes 'are not an official transcript 
of the meeting. Nevertheless, they’ have been examined by 
the participants and none has disputed their accuracy. 
PARTICIPANTS: ^ , 

■ WILLIAM K. BLACK, then-deputy director of the Federal 


Savings and Loan Insurance Corp. (FSLIC). 

, JAMM .CIRONA, president of the Federal Home Loan Bank 
of San Fr^'ciscd. -• 

SEN. AtAN CRANSTON, D-Calif. . 

SEN. DpNNIS DECONCINI, D-Ariz. 

SEN. JOHN GLENN, D-Ohio. 

SEN. JOHN MCCAIN, R-Ariz. . 

- MICHAEL- PATRIARCA, Director of Agency 'functions,.,. 
FSLIC. ' ■ . . ; 

SEN. DONALD RIEGLE, D-Mich. . * , . 

RICHARD SANCHEZ, supervisory agent for Lincoln. 

DeConcini: ... We wanted to meet with you beSause we 
have determined that potential actions, of -yours could 
injure, a constituent. This is a particular concern 
because Lincoln 'is willing to take substantial . actiohs^itij 
deal with what we understand to be your roncerrif Lincoln 
is prepared to go into, a major home loan program — up to 
55 percent, of its assets. We understand that that’s what the 
Bank Board wants S&Ls to .do. It’s prepared to limit its 
higth risk bond holdings and 'real estate investments. It’s 
even willing to phase-out of the insurance process if-you 
wish , TTiey need to deal with, one, -the effect of our reg 
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— NOTES, from page Cl ' • ■ | 

Linwin is a viable organization. It, made $49 millmn last 
l^ean even more the year before. They fear falling below 3 ' 
percent and becoming subject to ^our regulatory conwol of, 
ihe'qpcrhtions of- their association. They'have two-majori 
disagreements with you. First, with regard to dirwt! 
investiiient. Second, on your reappraisal. They’re suing i 
against your direct investment regulation. I can’t make a 
judgment on the grandfathering issue. We suggest that the 
lawsuit be accelerated and that you grant them, -forbearance 
while the suit .is pending. I know something about, the 
appraisal- values i . .- of the Federal Home Loan Bank 
Board.- They appear-. to be grossly unfair.’ Kknoty ^the 1 
particular property hcre.-.My. family r is/ in real . estate. 1 
LincOln'is prepared to reach a compromise value with you. l 
;" Granston: I’m sorry I can’t join you, -but I have to be on -, 
the floor to deal with the bill. I just want to say that I 
.share the concerns of the other senators on this subject. . .. . 

McCain: . . . One of our jobs as elected officials i,s to 
help constituents in a proper fashion.:; ACC (American 
i56ntinefital Corp.) is a big employer and imjjortaht t&the i 
local economy. -I wouldn’t want any special favors Ifor. 
tliem. It’s like the Apache helicopter prdgram that Dermis 
and-^ .are active’ on. The Army vyanls to ,cpt back, the > 
program. Arizona contract orirnake-imajor cbmponen’ts of . 
the- Apache helicopter. We believe,., that the Apache is \ 
important to our national' defenseV .That’s why we meet i 
with (name omitted) and try to k'eep’lhe prograni alive. . . ' 

■ 1 ddn’4 -want any- part -of our,, conversation 'to be 
improper. We asked (Bank Board) Chairman (Edwin J.) 
Gray about that and he said |t wasn’t improper to discuss 
Lincoln. I’d like to mention the appraisal issue; It Seems to 
me, from talking to.many folks in Arizona, that there’s a 
problem'. Arizona is the secondTastest growing state. Land 
values are skyrocketing. That has to be taken account-of in 
appraisals. . . . ' . , •' . ,, . ; 

, . Glenn: . . . ACC is'.ait Ohio-chartered corporation. I’ve 
known them for a long time, hut it .wouldn’t "matter if I 
didn’t. Ordinary’ exams take maybe rip td six months. Even 
ilie • accounting firm says . you’ve taken 'ah -‘unusually 
^dyersary view toward Lincoln. Jo be, blunt, ypu. should 
charge them or get off their backs. If things are bad there, 
get to them. Their view is that they topk a failing business- 
'and-put it back on its feet. It’s now viable and profitable. 
They took it off the endangered species list. Why has the 
eXam dragged on, and on and .on? I. asked Gray about' this; , 
Lincoln has been told numerous times that the exam’is 
being dii^ected to. continue' by .'Washington. Gray said this 
wasn’t. true. , 

Ricglc: .'. . The appearance from' h distance is that this 
thing is out of control and has become 'a struggle between.' 
Keating, and Gray, two people I gather who have never 
cven.'met. The appearance is that it’s a' fight to a.death. 
This "discredits everyone if. it becomes .the perceptron. If 
there are fundamental problems at Lincoln, OK. '-'I 
•i’\|e had lot of people borne through The door filing 
that they’ve been put through a meat grinder. I want 
prdfe isionalism. And your 'backgrounds att<»t. to that 
professionalism. But I want .hot just -professionalism, but 
fairness and .the 'appearance of fairness.' So I’m very glad to 
have'-this opportunity to hear your side of the story; • 


L"iGlenn: i’*m not trying .to get anyone off. If there is 
.^jbrigdping I’m on your"'side. 'But I don’t want aiw 

mi'fairndss against a viable entity. .. . " .1 ' 

^“'Clroda: First, if there’s'any fault to be had concemnfe 
flic .length of the examinatioiij il’s.’brt'my .sh<mlders;,--We 
determine how examinations are conducted. Gray< never 
gave me instructions on how to conduct this;exam or any 
other exam. At this meeting.you’ll hear things- that Gray 

doesn’t know. . . , 

■ DcConcini: Did Gray ever .' talk to you about the 

examination of Lincoln? -. . . . ' - f-J -ririv 

-' Patriarca: . . . We- received no instructions from Gray 
about the exam of Lincoln. We decide how to do the exam. 

; 'Cirona: This meeting is 'very unusual, to discuss a 

pa'rticular company. , 

DcConcini; It’s very unusual for us to havc a company 
that could be put out of business by its regulators. . . . ' 
‘Sanchez: An appraisal is an important part of 
underwriting. It is very important. If you don t do it 
voii expose yourself to loss. Oiir 1984 examination showed 
significant appraisal deficiencies. Mr. Kiting Promised (o 
cdrrcct the' problem. Our ,1986 examination showed that 
the problems had not been conected, that there were huge 
mmraisal problems. There was no meaningful underwnting 
oil most loans. We have independent appraisals. Merril 
Lynch appraised the Phoenician. It shows a- significant 

-I'oss.ptheiToans had similar losses. '' . ' 

Dteoncini: Why not get an independent appraiser? 

‘ SaJichez: We did. ' . ' * i 

■ ‘ DbConcini: No, you hired them. Why hot get a' truly 
•iiidepcndent one or use arbitration, if you’re trying to bend 
'over backwards to be fair. There’s liq appeal from jtour 

'reappraisal. Whatever it is' you take it. ' ■ 

Sanchez; If it niccts our appraisal standards. ;; •• , '■ 

«>-Pirona; The Phoenician reappraisal process is tiiot 
(femplete.' We have received Lincoln’s 'rebuttal -and 
foHvardcd it to our independent appraisers. . . ." 

■ s Sanchez; Lincoln had undenvriting problems with all of 
tiieir investments, equity securities, debt secunties,- and 
loans and direct real estate investments. It had no loan 
■underwriting policy manual in effect when we began our 

1986 exam. When-the examiners requested such a maimal 
they' were informed ■ that it was being pmted. The 
examiners looked at 52 real estate 'loa'nsrthat Lincoln had 
made since the 1984 exam. There were no credit reports on 
tii’c -borrowers in all 52-of the loan-ill^. r • 

• ; ;DcConcini: I have trouble .with this discussion. Are you 

'Saying that .theiruhdeiwriting.practic^ were illegm^^^ 
not'the best practice? ■ • -, 

Girona; These" underwnting -practices violate .our 
regulatory guidelines.- W * - ' .V’" 

• Black: They arc also an unsafe and unsound practice. 

•DcConcini: Those are two very -different things. ; . 

-i- Sanchez; You need credit reports for proper underwnt- 

Do we have a history of loans to folks with 

SSSr?® million l.-W:~. cissiW „ 

examiners due to lack of adequate credit to .assure 

"?SSS,i‘rnylng bltod-on-':.11 'of Wr'^dlAnt- 
loanTahdlnvestmenls..Th^^^^ what yoii do when you dbn t 
underwrite. ... ’ ' ^ 




. ’ Glenn: How many loans have gone belly-np? ' 
'./Sanchez: We don’fknow at this point howjgw^of the 
5.2-J;aw«4efau]ted/ These-loaiis generally I^P’^ferest 
reserves. ' . . ’ « ^ ‘ 

Glenn: 'Well, the interest reserve should; haye. run out on 
many of these. ^ . 

Cirona: Th'ese.are longer-term investmehls^ ‘ ^ " V „•; 

.. Black: I know that Lincoln has refinanced some of these 
loans. . ' ‘ ^ \ ^ ‘ \ 

Glenn: Some people don’t do the kind of underwriting 
you 'Want. Is their judgment good? ■ ‘ ‘ 

iiJPatriarca:, That approach might be OK if they were 
doing it with their own money. They aren^t, they’re using 
federally insured deposits, . . ‘ ^ ‘ • 1 

vr:Ricglcft Where’s the smoking gun? Where are. the’losses? | 
^/•DcConcini: What’s'wrong with this if they’re willing' to ; 
clean up tW * ' . / . v" ’ 

i'^vGirona:uhis is a ticking time bomb,* ‘ • V -* ' ' " 

.^Sanchez: ■ I had another case \yhich reported strmig 

earnings in 1984, It was insolvent by 1 985, " . 

Riegle: These people saved a failing thrift. ' ACC, is 
repufjed to be highly competent • " ' • ' , * V’ ' ‘ 

Blpck: Xincoln was ^ not a failing thrift before* ACC 
acquired it It met its net worth requirement Tt t ad 
retuiiiedto profitability before if was acquired. It had one 
of the lowest ratio's of .scheduled assets in the M'th District, , 
the area under our jurisdiction. Its losses were caused *by ^ 
an interest spread* problem Tronr high interek rates'. It, as. 
\yith most other California thrifts, would have become very 
profitable as interest rates fall. '■ • ‘ 

’DcConcini: :I don’t know' how you can consider it a - 
success story. It lost $24 million in 1982 and 1983. After it 
was. acquired by ACC it made $49 million in one yean . 

McCain: I haven’t gotten an answer to my question 
about why theexamtook so long." 

Sanchez: It was an extremely ‘ complex examinatior 
because of their various investments. The examiners wen 
actually in the institution from March to October — eighi 
months. The asset classification, procedure is very time 
consuming. . ^ ^ ..I . 

■ McCain: What’s* thejongest exam you ever had.before? 

Cirona: Some have technically never ended, where we 
had severe problems with a shop, 

McCain: Why would Arthur Young say these things 
about the exam ^ — that it was inordinately long and 
bordered on harassment? ^ ' ’ . , ' 

Glenn: And Arthur Anderson said they withdrew as 
Liixpln’s prior auditor because of your harassment. . . .• | . 

; ffatriarca: I’m relatively new, to the savings and loah^ 
indislryj'but I’ve never -seen .any .bank or S&L. thatls 
anySIiingTike.this, Ttiis isn’heven close, You can ask xtily 
banker you know' about thesV practices. They violate the 
Im and^regujations and common sense. ' _ ; _ • 

"^ ■GlenmWhat violates the law?} r ' * ' 

\Pfltriarca;.Their direct investments violate the regula- 
tion.! Then there’s '.the file stuffing. They took undated 


documehts purporting to show. underwriting efforts’ ^d 
put lliem into the files sometimes more' than a' year afijer' 
they made the investments. ■ . . .. . ■ 

• ‘GIehn:,Have you done anything about' these violations of 
law?//’;.' ■ 
/ Patriam;’. We’re sending a crim'inar refeml -to ,th^ 
Department of Justice.. Not maybe, we’re sending dne,This < 
is an extraordinarily 'serious matter. It involves a . whole 
range of imprudent actions. I can’t tell you strongly 
enough how serious this is. This is not a profitablo . 
institution. Prior year adjustments will reduce the reported 
$49 million profit. They didn’t earn $49 .million. L&t me 
give you one example., Lincoln sold a, loan with recourse 
andibooked a $12 million profit. The purchaser rescinded 
the tale, but Lincoln left the $12 million profit on its 
bookt. Now, I don’t care how many accountants they get 
tp'say that’s right, it’s wrong. The only thing we have as 
regulators is our credibility. We have to preserve ti. i 


DcConcini; Why would A'V’ say these things? They have 
creditolity too. They put.the firm’s neck out 
witOTsTetter. 

■ Patriarcai.' Th^Wave a client. The Sh 'millioivln 
eamings was not unwound., ^ 

.f..peConcini;.You believe they’^d prostitute themselves for ‘ 
a client? I; ' 

'Patriafea: Absolutely, it happens all the time. . . 

. prona; I also wanted to note that the Bank, Board has 
had a^lot.of problems with AY, and is thinkkig-oftaking 
di sciplinary ac tion-apamsf it, . • ® 

here. Primarily because of its 

They think everything is a loan. This has'quite an effeefon 
the income you can .claim, * ' , 

Empire of Texas is a perfect example. It did acquiation^' 
develpijment and construction loans that were really pircct 
investments because the borrowers had no equity /n the 
projects.' It* booked all the , points and, fees up front as^ 
income. It created inter^t r^erves so the loans couldn’t go 
into default. It provided takeout financing and then"*;chd. 
loans so that the loans couldn’t go into default for many, 
.^ears. ^AJl of .this led it to report record profits.- Even when 
•the: 1^^^ sorted, as long as it grew fast enough and could 
'bppjd'^new up front it could remain ^‘profitable.” If 

.of. a pyramid scheme with rapid growth.^ 
very fast. ' 
can tell you from my experience as former 
where I sued for many of these failed 
vShp]^j|^ routine for the accounting firhi to serve as 

'liSan^ge^^ expert witnesses and adopt an extremely 

it aif down to is that Congress has been on 
ourv'aH and -‘many of Us think rightly, to act before an 
institution fails. That’s what we’re doing here, and-I think 
it is laudable, i: 

DeConcini: What? . . ' 

.'BIadk:Laiidable. i ■ / . ’ ’ - 

Sanjhez: Our exams has found that . . ..they will fail to 
meet.tneir .ne’t worth requirement They have $103 million 
’ih‘'goo(!lwill 'on their books. If this were backed out they, 
would be $78 million insolvent ■ ' 

' -Patriarca: They would be taken oWr by the 'regulators if 
;th'ey wereabank. ’ - , * 

/"VJDeConcirii; You’re saying they’re insolvent. 

A^:.‘(^]Black: They’d be insolvent on a tangible capiUl basis, 
which\is basically the capital standard for .banks, ' 

‘ .^^DeConcini: They’d be insolvent if they were a bank, but 
bj^iaw you have to use a regulatory capital standards, - and ' 
una^^.that stodard they have $25. million in capital. Is 

By regulation we have adopted a regulatory ' 
caput’al;.sta ‘ . . - 

%w/j^eG6ncini:i And you’Jl take control of them if they fail 
ybjir. net worth standard, you’ll take operational control of 
. ' . * . ‘* . ' 
CirbiiaV?]^;at’s speculative.. We’d. take steps to reduce 
the|f;risk exposure. ’ \ 

. ■ Riegie: Whfit would you require them to sell? . , , ... 

. ,‘Cirona: We’d probably -have-them decrease their groMli.^ 
.Time 'and ^ga!in we’vp found rapid, growth associated? with 
Iq^s. Lincoln has grown rapidly. ■ . / . . i 

Black; Are you sure. you want. to talk about this? We 
haven’t made any recommendation to the Bank Board yet.‘ 
.^The Bank Board decides what action to take: These are’ 
•weiycpnfidptial matters ' ' ^ 

’“■'^^ DeConcihi^ifNo, then we don’t want to go into Jt. We 
wre just asl^hg very hypothetically, and that’s how you' 
(in'^icatingM?.' Cirona) .were responding.. 

* Cirona: Th^’s right. . . '• * 

DeCbncini: "Can we do something other than liquidate 
. them ? [[: ^ 

hesitate to tell an. 'association wh^ to_^ o.. 
in ^ntrol of Lincoln, and won’t be. We want to 
he probjem'out ' ' . ' . * • . ■ 

Have they tried to work it out? ‘ ' 


‘(3rSifa: ;We’ve‘ met- with .them numer<^Pimes. J’.ve 
'never s^^uch cantankerous behavior. At one point, they^ 
couldn’t.get any association-documents^ 
unjmih^yfnade the request through Lincoln’s Yerf: ! 

1 

' Riegl^(§]8rthat does disturb me, when you have to go 
through INgyji'aork litigation counsel. What could they do^, 
^IttodlaWl V ... 

Ciroha: It’S'never too late. 'X 

■ McCain: What’s the ’beSt' apprba'cn? Voluntary guide-”' 
lin(^ihs.teadof;Compuls6ry'order?^ ' j % 

' DcCohcini: How :16pg 'will "it take yOu to' finish th<y 
exam? ^ . . 'j| 

• ; PairlarcV; Ten days. . J ,;v 

‘ Glennt'Have they b'een tbld what^ou’ve told.us? 

Patfiarcar.We provided them with our views and gave^ 
them’ elery opportunity 'to have us hear what\hey had to' 
say. Wergave them our classification of asset mMenals and; 
went thirough them loan by loan. This is one of me" reasons!, 
'theexamhastakensolohg. ...'. 

;Dc(^ncini: ? . . The criminality surprises me. We’re not 
interested in discussing those issues. Our premise was that 
'we had' a viable institution concerned that it was being over . 
regulated. 

• ‘^Glenn; What can we say to Lincoln? . ' 

Black: Nothing with regard to .the criminal referral.'.! 
They haven’t, and wbn’t 'be told'by us that we’re making^’ 
one. M ■ . ’ ■= ; , ■ ‘ . , ? 

Glenn: You haven’t told them? • 

Black: No. Justice would skin us alive if we did. Thosa 
referrals are very confidential. We can’t prosecute anyone' 
ourselves. All we can dp is refer it to Justice. . 

' ‘DeConcIni: They make' their' own decision whether to" 


prosecute? \ i 

BlackrYes.Talso want tp‘ mention that we are already 
investigating Arthur Andersen because of their role in the 
file stuffing. We don’t know whether they knew the 
purpose for which they were preparing the materials. ... 

■With regard to what you can say to Lincoln, you might 
want to simply- have them call us. If you really want to talk 
to them you can say that it will take us 7 to 10 days to 
finish the exam. ^ \ 

Riegle: Is this institution so far gone that |t can’t be 
salvaged? | 

• Ijatriarca: I don’t know. They’ve got enough i»ky assets 
on their, books that a little bad luck could nail them. You 
can|t remove the risk of what they already have. You can 
reduce what new risks they would otherwise add on. - . . 

. Black: They have huge holdings in Tuwoh and Phpenix. 
The market can’t absorb them for many yeark' You said 
earlier that ACC was extremely good, but 'ACC has gotten' 
out of its former primary activity, homebuilding . . . They 
also had, -to. get out of ; their second leading activity, 
mortgage banking. They’re now down' to Arizona. . ' 

'i That’s not a bad market, .but -no' one knows how well it 
will do over the many years that it would ,lake.'tp Absorb- 
such'huge holdings in Tu'cson,an'd Phoenix. - "• ' '• •• 

DeConcini:;S^p you don’t know \yhat you|d do with the 
property even if you' took. them over? .- 
. Black: Bill .Black doesn’t* Bill Blabk is a lawyeri,J!V? 'W*'e 
experts to do this work. Our .study of their .Arizona holding 
-was done by top experts. Our -study of below investment, 
grade corpprate debt securities; what folks.usually call Junk 
bonds, but I. avoid it because I don!t.know where you stand 
on such bonds; was done by top outside' experts. I see in', 
this Arthur Young letter that they criticize us for having, 
an accoimtaht with '“only” eight years of exp erience •= • 
weHrihtilin^.'. . I don’t see how you can claim ^IgHTyears- 
as inexperienced. But we didn’t simply rely on him,' wei 
had. wasn’t it Kenneth? . . . ■ i : 


• Sanchez: Yesj. Kenneth, Lew^^ 

'. Black:' We hacj^Bnheth, Leventhal, . outside- accbun-.; 
'tan fe; woijc o n this^raese are also some of the reason s .the; 
exam took time. • ' ' -' - ^ 

"..Patriarca: J think ^ny. colleague Mr.. Black put it right_ 
when he 'kid-that it’s.like these guys'put it all on 16 Black; 
in Roulette..Maye they’ll win, but I wn guarantee you that 
if an institution continues such behavior it will eventually' 
gobankhipt. 

' R}sgl«.AW«Jl, I guess that’s pretty definitive. _ 

_..,,,.p.eCo.neinh.l’ro.m'X..*M-fM?Wy^'^^?^^ 






Michael Patriarca 

like these guys 
put it all on 16 Black 
in Rgpl0e.uMaye,^y^ 
they’ll win, but 
gii'arahtdeyqu thuiif 
att Hpstifution ■ ' 

continues such ' , 

behavior it will . .. 
eventually go • ; 

bankrupt” i 



William Black 

*lt gets to be kind of a 
pyramid scheme with 
rapid growth, Lincolnty 
has grown very fast ” ' 



Richard §anchez 

‘*Our exams has found 
that . . they will fail 
to. meat their net worth 
requirement They.,..;' ■ 
have $103 million in 
goodwill on their 
books. If this were 
backed out they would 
be $78 million . 
insolvent ” 



James .Cirona 

^*This meeting is very 
unusual, to discuss a 
particular company 
. ; . . These 

■ underwriting practices 
■violate our regulatory 
guidelines . . This is a 
ticking time bomb.” 



QemJQlin Glenn 

"7b Be blunt, you ‘$%i 
shduld'.charge themSr 
get off their backs: If- 
things are\bad there, ^ ■; 
get to diem,,^pir-):^i 
View is that 'they top^ 
a failihe biisineifsiia^^M 


Sen. John McCain 

'‘Why would. Arthur 
Young say these things 
about the exam that 
it was inordinately 
long and bordered on 
harassment?'* ... 


Sen. Donald Riegle 

“Is this institution so . 
far gone that it can *t 
be salvaged?" 


Sen.JAlan Cranston^ ^ 

‘‘1 just'want to say. that I share the concerns of the other senators 
on this subject.. ' ■ . '.'i V- •• ’ ’ . . ' ' - / . 
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. By Gigot . ■ 

k; Whemajfin^ acqomiting is made for the* 
savihgaandlpan scMd^ Dante’s Inlfemo 
Syi]U) h^erfa.;iwfdting list. The' linV at 
jHe^verife the, other hand, , may , 

begin: :^d '^ Wlth'Hehiy Gonzalez.. - , • 

* 'AstichalMan 'ibf House 'Banking 
Cori^ttee, tb,e..^aii*, Antonio Democrat is 
resppnsib^foKbe^in^ are providing; 
the*fl^?t;p^bJlc;a^c(;punting for $300 billion 
WOi:Ut,;pf;iaUed;, government. In the pro- ; 
.cessi.il)e's,]ddhe' the unthinkable and;. cast 
his.,sp9|Ught-ji0t[jneroly on the executive' 
branchi.‘but\^.5d flh-his coUeague^ 
gress;He’s’;ietling the muck fall where it' 
ni^yv Without his persistence, the nation 
would not .be. learning all it is about high- 
stepping banker Charles Keating, his five 
friends in the Senate, phantom regulator 
Danny Wall, >and influence-peddling-as- 
usual.. in- Washington. 

I§ this Cdngfess’s Watergate? VI .think: 
so,.” Itoi-’-Gonz^ez said in an interview 
ovena 7:45.pre4kfast last week,, only-four 
hdura-.'aiter he’d left the House’s last ses-', 
Sion;' ipyei^birfy contributed. The.mpral- 
l^^^?dhg^e|s,;^,the executive branch,. 
■the'pHpafe.iectpf, every^ ■ 1 

jPoUtwadJ^ n 

Criipcs.whdrare quick to bash Conmes?^ 
'shpuld.fhlsd 'acknowledge when it is roing 
its. proper. jo|#dversi^^^ the S&L.hear- 
in^.;qre one\df:those times. Unlike Reps. 
Jdhn;,'JDlngell',<p;,- Mich.) or Tom L^tos 
(D.j,';i;Callf. t^d'lHouse inquisitors who 
blaipe everting all of the time on every^ 
one but CpngresSi .Mr.- Gonzalez is politi- 
cally honest; He’s performing as a public 
.educa,tpr,, rathpy. than in the typical com . 
firesslppal: role ‘of . special-interest agita- - 
tpr;..f,;?.;.:.^ ;. ** 

lUs'S’happyaccidentthatMr. Gonzalez- 
is even to.a-]^sitiph to do something about 
the -S&^'fiascp. 'His predecessor as com- 
mittee chairman,.;and one of the scandal’s 
main scoundrels^ Fernand St Germain, 
would .never have held hearings. (“I think 
that’s safe to say^!’ . ‘ > ■ 




agrees, Mr. Gohza- ' 
lez, smiling.) Rhpde - \ 

Island voters luckily \ i 

retired •hini..-Don^d 
Rlegle-^.„Mch;),. : 

Senatp'bankingcom- ■ 

,ndttee' chairipah',':is,,.. : 

’-.one pf theA’Keatlng < 

Eive.,’-’.ppth'the'Rea-- 
;gan; '-.MduBush;’' ad- - » 
ijpuinistfatipns ijhave’ ■ S 
preferfed-tP';sweep ' m 
anyblanne'.uhdebthe . 

Henri/ Gonzalez 
-yrtthribleedlng tax- . 

paye* td pay for die cleanup. ^ any of his 
Housdcolleagues are furious wit® Mr. Gon- ; 
zalez 




I Thsjdj^irman is not thei5oi|.i;o iet this ' 
nd'one-here-but-us-nublic-servaili-luLy^ 


nd'one-here-but-us-public-servaiv(i^^ 

;hlm d6wn.-Long a maverick, he-is Iqiowp 
as the “King of the Special Order” fob his 
long, solo speeches on the House floor. He 
called for die impeachment of Ronald Rea- ; 
gimiaftep'the. Grenada ihvasion.'p^^^ 
dui-ing Iran-Contra. In- the earljp97ds,<^^^^^^^^ 
opposed wage and price controls'; He’s 'a'' 
New Deal liberal (1988 Americans fpf. 
Democratic Actipn fating: 100.%), and he ; 

.dki.lnnj-f on.niLghTng nftu/^niiglng:gMhgtriin^ 

as mrt of the S&L bill, a venial pin com- J 
parw'tp the Keating crowd, But his llber- 
alteifcls tempered with a pppulist,.inde^ft' 
identBtreakthat ^veshim the .integrify.pf;! 
;thei uWredictable,. in inbred W^Hmgtori, 
■his idiosyncrasy is a virtue, ■ ' • 

' " An' attempt" to pacify Mr. Gonzalez in 
die usual Washington .style may .eyen. ap- , 
cdimt-' for;’ -his tenacity .ndWi'iiReadd)? 
through! th.4 Bush administration’, SfS&fe r|- . 
fOrmibUl earlier this.year, he w^pffpnded 
when -lie saw. that P'anny Wall’ -woiild -not 
havedp be.feconiiimed as therfjidds^Js 
chieC'fegulator. He.thopght a.rphpd offopp- 
firrhation hearings would be just the diing 
to clear the air about what went wrong. 
‘.But when he objected, he says, a White’ 
House official told him, “This is the only 

Cfitics of Congfek... 
should acknowledge 
I it 'isidomg its proper, job ^/>I , 1 
I . oversight;: the 
5 bjffs.die one'ofl;ho^d:^^^il^ 
[.Mr.'Qonzfdsz i^ p^Qi^if0:;‘ 
.:n^:as .a public edtt ^^,. . 

■ rather than, ' in the ’ ty0 .- , 
cal , congressional [ rol^ . p/;:‘ ! 
' specialjnterest agitatori :v,i , 

(p— sr-r ; : r ■ ; ; 

way we’ll get it through Garn and the Spn- * 
atd,”. CTwo .VVhite House, officials at the 
meeting say they don’t recall, that ex-f , 
change..), " ’ . 

• Later, .Sen. Jake, Garn (R., Utah) in- 
Vlted Mr. Gonzalez for a heaft-to-heart in'-, 
his Capitol hideaway. The subject- wasi* 
again Danny WaU, a former Aide tp. the* ; 
senator; Mr. Garn didn’t want , Mr. Wall tp- 
be reconfirmed .if WiUiani;.SeidmanI 'the 

chMbank regulatof, didn’t Alsp'hav^ to be;- • 
cohiirnied again, The two a|reed tii4 bdth= 


wornd have to be reconfirmed. But alshpft; 
tlm4' later, Sem Riegle, the committee' : 
chairmanj,came back to Mr. Gonzalez and 
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tpIS^lni- other senators objected to the ; 
Hou?e telllng the Sena^ whaf to do: Nei- 
thermseidrnan nor Mr;,, Wall' would be' 
recpijflrmed. ; * "-t—v- k , 

j .'"'A^'spphewoihan for Mr^.Gatii'Says the^ 

. septpr went out , of his way jiotto lobby el-! 
thpr ^frTOte House, or other, senators ohl 
Mr,' W^.’s behalf. But that isn!t . how Mr. 
^nzalez sees It. “There is no.questibnithat' 
Garri surrounded ,Riegle,” ha says* “At- 
first, Rlegle ?ald, Tni with.youjVbut later- 
he saldf. ‘there is serious .concern in the 
Senate- about the House telling the.Senate 
who Rc^. confirm,' ’’ Whatever the truth, 
the Gon^ez hearings are -in part the re- 
poimrinatlon hearings Danny Wall never- 
''.had,' ■ ; , • 

« As pt the five senators who met with 
i regulators on behalf of Mr. Keating. Chair-' 



le .rub. “Of 
W41CU uufes'*thG situ* 
_ iGgfislaloF doesn*t 

: know th|'dlfference% the tlmefce g^s to 

doesn’t know the dif- 

‘ ice" “constituent serv- 

• ice and influence peddling nrobahiv 

ki Washington., yet Com 
gress talks about a formal code of ethics 

influ, ehce ped- 
ofing. Whatever isn’t expressly UJegal is 

t • breaks from the 

I wS lamenting the per- 

f ,-yefse_lncentives of federal deposit Insur- 

f ^In wiw^’ the GtomrS^ Ger- 

■i’lM that raised the amount of de- 

SfeStSfri" ^ 5iVq 0Q from- 

||riyutef i^eepi& profits 

^nh ®P® minute of hearings 

X on that,’ .says.Mr. Gonzalez. “It was verv 

happened.’’ Late S 
conference, Mr. 

^ ihe Siob.oofldimlt 

: few in the pr^s even 

; , The chairman says lie’s now- considpr- 
I ^if^eposlt insurance, some- 

r .®®°f&® Bush’s S&L . “rkorm" 

*' hi® ^®^ ^together. He’s especially worried 
insurance has created 
* incentives In the.bank- 

I; earlier in &&Ls. It’s 

|)^b|come,:)he says, “a capital plaything ’’ 
|c:nvi^ayer;.subsid^ to private. iSstb 
the protection for th,^!ittle guy 
- -J^^f^'iutended. to be. One obstadeitd de- 
.•wsit lnsuipce'reform will be ReA Frank 

.,^^mm!io :(D.,iU;), a banking sIbXS 

’S'® ^ long-tlme:pal Of the 
^ Gonzalez says he'll 

. -nSifzib ote" ‘“®® ®"®P « Mr. An- 


.Just the Begtanlng . j 

i” Mr. Keating, declined to testify ’last 
, »«etX, §lTlhe S&L hearings wUl .be dormant 
for a period. The banking comjnitterstaff 
...is poring-over the yoluminous>rec6fd, but 
;■ Mr- Gonzalez Intends to, keep going, -f’This 
, is Just the beginning. We’re golng'to.hayje 
to pursue this,’’ ;iie says. “There’sjmore 
...than just Li 9 coln,”-Mr, Keating’s. iftdled 

■ hfy. Gonzalez geteencourageraeniirbm 
. ' hls .mall, jnost of which js inspired by C- 
• : Span’s TV coverage of his hearings, (“I’m 

.inupdated,’’ he says; ) One letter in particu- 

■ lar he prizes is from Rapiii Rerger,’ the 
- noted jurist; Mr; Berger urged him bn by 
, quoting Winston Churchill: ’’Mlrilsters 

• have come-under obligations to CTeat'jnter-* 
r\ests.;And‘;itteari'’'b|‘;prfis^ed.^br^ 
tha^their votes or‘si«eches.haybfieen;cbr- 
rupt.’’ Henry .Gqnzalez likbs .'the sound' of 
that. • i . • ,, 

j • ; _■ « ■ _ ' . ■ i 

j. Mr. Gigot writes the Potwfiae wdtcli 
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'BeCbilGili^M sag^ 2 polls 

Links to Keating ^ 

.are questioned — ■ : 
iBabbitt geti^bdbi^t I 




•By Jerry Kaitimer 

The Arizona Republic • <.'•(_ •• 

j Despite attempts, to distartce.themselveSv', 
.from Charl^ ,H Kiting Jr., AriMn'a'.Sens.'^r; 
'P^nis DeCphcini . and john McOiim art j 
getting bad' marks;'friom ’the public. Por' their ^ 
^relationship ,;-wiUl ' the/'troubM.rPhoe^ ' 
financier 4nd; dfevelbper. •. ' , i'/ ' ' , v - • • • 

* • X r._ . , 

r* ‘ . * :• • • 


A Rdcky Kiouritain tdll of Maricopa' 
Cdtfhiy adults found that less than 10 
percent were “veiy satisfied” with the 
senators* answers to questions about their 
coniiectidns'with Keating. • .. 

- More ^an 40 percent, said they were 
“openly dissatisfied,” while the remainder 
were dtheT “partially satisfied” or “unsure.” 

; ■ '.The Rocky Mountain Poll also found that 
former. G'pv;- Bruce Babbitt could mount a- 
Strong challenge for McGajn’s Senate'seat. 

‘ ” M^VirhilCi foorC than half of those polled 
Statejwde-by TSe Ahsona /? ep«6//c said they 
; were not ’'farifiliar '«>ith the senators* ties to 
Keating. -But' J!? percent described DeCon- 


cini’s -relationship to the chairman of 
American - Continental Corp. as improper 
while 9 percmt said ifwas proper. 

Thirty-five percent Said the McCain-Keat- 
ing relationship , was improper,, while 4 
percent found no fault with it i 

Keating, who contributed heavily id the 
campaips of both senators, is the targm of a 
$1.1 billion civil-racketeering suit fil&d. in 
September by federal regulators. 

The suit alleges that he and a small group 
of insiders- looted American Continental’s 
thrill, Lincoln Savings and Loan of Irvine, 
Calif. It claims that Keating impropermsed 
— See .STATE'S, Ad 
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ft'. .% ^ . V * ■ » -••»" .'A- 

t* ' • ' *V ‘ 

f ^litical influence to delay the federal 
i'talce<^er bf Lincoln until /April, '' 
''Uddii|> to the costuf a federaf bailout ' 
■exp^l^ to r^h about $2 billion. . „ „ 
«• ]to6i pcdls wwe conducted ^brfore ' 
^last weekend’s Tevelations that the 
is investigafingthesenators’ 1987-,..,] 
i! jntervoition in Kjcating’s behalf..with ’ 


^,’Ae thrift 

.One question in The',. Arizona 
I'R^ublic Poll hinged, pit '^veiatioha 
^Ihat two DeComnni aide^ Ron Ober 
?/and Eari. Katz, had .amass^. jnord. 
i^than $S6 million in '.busineK'^aiis 
liroinljncoln. • - 

; By a ratio of nearly '7»to-l,!,tiK^e 
f responding' to *ilie Arizona Republic' 
fPoll said it is not proper for a 


POLLMI^THOP 

„ • ■ The Arizona Republic Poll is •. 

■ twised ori telephone interviews ; 
, conducted Nov. 2-5 with .809 

•7- Arizona adults. • ■ ■ - \ 

■; .^‘•Randdim-digit dialing was 
li^d to select the sample to. • 
',;effsure that unlisted telephone i 
, numbers were included. 

In theory,' In 19 cases out of ' 

■ , 20, *thfr results based on such ’ 
•samples- will differ by no more i 
thari 3 . percentage points in 
,either4iirectlon from results of ; 
interviews ' with all Arizona 

' adults ihAtelephone house- - 
’liolds.' 'X : " 

. . :The Timargin of error for 
subgroups within the sample . 
anay be larger. . ■ ^ 


1994. 


i^nator’s aides to have si^ficant .y.,s^skcd to choose between Babbht. 
i^business dealings with 't^-p^pai^ 4 ..and .McCain in a hypothetical 
l^contributors. . race, 42 percent s^d they would vote 

t ' Two other questions fpcu^ bn' a • Iqt the former Democratic .govwndr, 
^series of trips McCain and his family ^hile 37 • percent opted for the 
^tpok in 1984-86 to Keating’s v^tion jRiBpublican .incumbent, ,Xwenty-one 
^hcjme in the .Bahamas, -flying' -in .-'perpent said they were not sure. ' ' 
*aii|raftownedor.leMedbyAmerican^ ,.v..pe Ro^j^y Mountain, /ppllste^, 
^Ckmtinental. McCain ®ys that^ be- ^ found' .the results significant because 
^cav^ of a record-keeping ':#‘Rtoublicah candidates -must usually 

‘‘liefailcd to pay for the trips until Ais^^^^^^ „p strong vote” in Maricmpa 
A - ^ *• -'rvmhtv. t1ie ':f50P has ^ 53 


, Seventy-two percent said it w^ not 
proper for - McCain to accept free 
- flights on Keating's aircraft, while 62 
percent said it was not proper for 
•McCain to vacation M /Keating’s 
^ home. . . 

■ : The Rocky Mountain pollsters 
concluded that ^though DeConcini 
’ “appears to have suffered the^inost” 
from his Keating ties, “it may be 
• Senator McCain who is most at risk 
since his re-election comes up again 
•sooner ...” 

. McCain faces a 1992 contest for a 
s econd^ term in the ^ Senate, while 
**pSCSncini won his fliird term last 
y<^r. He will ^..up for r^electiph.in 


ETHICS IN GOVERNMENT 

tHE ARIZONA" * 

REPUBUCPpLL ^ 

k telephone poll of 809 adults living 
jnAritona. - . 



County, 'where the 'COP has U 53 
percent to .36 percent Jead in voter 
■tejgistratioii. ' ■ »• < 

Scott ^Celley, McCain’s spokesman, 
said he is not surprised at the 
■ drubbing the senator took in the two 
"polls. 

■ “The regular appearance of Senator 
McCain’s name in conjunction with 
the other senators that were involved 
• in this savings and loan business, and 
the constant flow of new and different 
stories about the whole savings and 
loan issue certainly would bO expected 
to have a d etrimei^ l impact of some 
" torL” Gelie^safd. 

^ jpo 5 vgyer,^ h^. said he expects 


.The Arizona Republic 

.McCain’s popularity to surge after he 
has'time “to get around, the state| and 
•tell his side of the story. . ' y 

Celley said McCain jegrets\ the 
vacations in the aftershock of ^ the 
/publicity surrounding his ponnection 
with Keating. • 

“At the time, they were friends,” 
Celley said of Keating and McCain. 

. Bob Maynes, spokesman for De- 
Concini also said he is not surprised 
by the poll results. 

• . .“One wpuld certainly expect a drop 
in job ratings, given the frequency of 
negative stories in the major Arizona 
media,” Maynes said. “Actually, it is 
a little bit surprising that the decline 
was not further.” 

He said DeConcini went to “bat for 
someone who may have broken the 
law, and that criticism isdsevitatfle.” 

Contributing to this article was Carol 
Sowers of The Arizona Republic. 







Keating links focus — thrift regulator could be ousted- 


RepubHc W{^e Services * ‘ ‘r 

WASHINGTON — The FBI has 
begun:an inyestigation^of the role five 
senators played in intervening with 
regulators Jp; 1987- in i behalf of 
( controversial Arizona financial execu- 
tive. Charles:H Keating Jr., according 
) to sources who were questioned..^ 
f' And-in, t.an interview published 
. Saturday;, President Bush, comment- 
’ i n f ^nnWjn ^ Lincoln Savings und Loan 
scandal for the first time, said that he 


is considering Whether to remove M.' 
, Danny Wall as the nation’s chief thrift 
regulator in the wake of .a congres- 
sional investigation. 

FBr agents interviewed Edwin 
.Glray, former head of. the Federal 
Home, Loan Bahk Board, and several 
of his top aides, the sources said, 
.providing the first indication that the 
Justice Department is inquiring about 
the conduct of the five senators. An 
FBI spokesnteiFoHsJnied to comment 



Saturday. * ' 

The senators being ihv^tigatedlare 
Dennis DeConcini and John McCain 
of Arizona, Alan Cranston of Calif6> 
nia, John . Glenn of Ohio and Donald 
Riegle of Michigan. All are Denu^- 
crats except McCain, who is "a 
Republican, The Senate Ethics Com- 
mittee has asked the senators! Ito 
respond to complaints that tleir 
intervention was “prompted” \hy 

, ' — 5eeFBI, pagel^'S^ 
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51.3 million in campaign contribu 
itions and corporate funds. raised.for 
ifhem and their causes by Keating; 
;the multimillionaire Phoenix devel- 
•oper and financier who is chairman 
^f American Continental Corp. .and . 
'the^rmer head of Lincoln -Sawhgs 

Wd^ah; , : - v', 

% F«. ’campaign- contributions, 
'McC^ receivra $112;000, ;Riegle 
^^ived $76,000, DeConcini> and 
^ranston both received $48)000 mid' 
tllenn received $34,000. In addi- 
tion, Cranston solicit^ $850,000 in 
corporate contribution^ for three 
^bter-regi'stratioh '.projects and 
6lenn acoept^ a $2W,000 cofpo- 
jate contribution' for his j>6litical-ac- 
tion committee'; ' 

^ The senators have Insisted they 
*did nothing iinproper. . 

Fateful meeting . • 

Four of the ■'senators on April 2, 
il987,.inet;alone with Gray, then the 
t|bvemment’s top savings-and-loan 
fipegulator, to question his. agency’s 
treatment of Keating’s Lincoln 
pavings and. .^ap of Irvine, Crfif. 
■Riegle, .who ‘did not attend that 
meeting, joined the other four at a 


Bush said that if he -decides that 
ipart »f the nationwide savings-and- 
loan irisis occurred because fede^rd 
iregulators were not aggressive 
jenough in 'cracking down on prob- 
lem thrifts, he' will =make changes, 
Mdng, "I have to^tio-’^t.” ' - 

I- ,He .. .acknowledged that • he~ is 
^ncerhed that the credibility of the 
government’s', r^ulatory structure 
&as been threatened but said he does 
pot want to prejudge 'Wall. * i' 
\ \$ut the president .praised Kep. 
Slenry 'Gonialez,? D-Tms, chair- 
ttgh of the Ho use Banking ^ipmit- 
1^, Tor Ms .teiiacity in pursuing an 


inquiry into the collapse of Lincoln, 
expected to be the nation’s biggest 
thrift failure, with an estimated 
cleanup cost of $2 billion. 

.i^though .he saluted. Wall’s chief 
accuser, the president did not say a 
single 'good word about Wall, who 
is accused of blocking, efforts by 
tederal regulators in San Francisco 
to seize. Lincoln in 1987 on grounds 
that they were too “zealous.” 

) Wall, who also' headed “the 
Federal Home Loan' Bank Board 
from July 1987 until it was replaced 
by the Office of Thrift Supervision 
last August, could not be reached 
Saturday for comment. 

Touching a gray area 

The Justice Department’s deci- 
sion to pursue an inquiry ;6f the . 
senators is"unusual in that it touches 
, 'bn a gray ethical area, 'tKe actions 
members of Congress take in behalf 
of contributors. The question is just 
how far these actions can go. 

The’ focus of the FBI questioning 
last week, the sources said, was the 
first mating, on April 2, 1987. 
Gray testified to a congressional 
committee last week that DeConcini 
iteked 'him at that meeting .to ease. 

. fegulatbry pressure on . .Lincoln, 
C'aaying that in return, Lincoln would'' 
- modify, its lending practices^ which. 
lOgulatois consider^ far top risky,. 

' Gray declin^ to comment -Satur- 
day; ■ 

. DeConcini and the other senators 
dispute Gray’s statement that they 
sought to negotiate favorabie treat- 
. ment for Lincoln at the April '1987 
meeting. DeCbricini said its thrust 
was to express the senators’ con- 
cerns that an examination of Lin- 
' colMs books was taking too long 
. and to. “get off their (Lincoln’s) 
backs” if the thrift hadn’t violated 
.the law- 


’■ The initiaT questioning that oc- 


curred last wafe is typically lisedliy 
prosecutors to ’ determine ‘whether 
there are grounds to present .evi- 
dence to a grand jury. . . 

iSpokesmen for Cranston',' DeCon- 
cini and McCain said Saturday that 
the FBL hadn’t' -contacted their 
oifices. Cranston and McCain have 
volunteered .16 meet With the Fipi. 
Glenn and Riegle could .not ibe 
reached for comment. ■ I 

•Murray S; Flander;. .Cranston’s 
spokesman; said, “Once again, ev- 
erything Js . emanating from ■ the 
regulators. .They are ;the accus- 
ers. . . . -How do we. know what 
they’re telling us is correct?” 

Tm not closing the dobr^ . 

■Wall “also inet '.privately three . 
tim.es with)" Keating, the .Arizona 
financier who controlled Lincoln’s 
parent firm, while the case was 
pending; The parent company filed 
• for Bankruptcy Court protection 
one -day before the • government 
•' filially seized'Lihcoln in- April.' 

In a seria of interviews. Wall has ' 
defended his actions as- prudent : 
oversight and' charged ‘that Gonza- 
lez’s investigation has been unfair 
and one-sided. He and Keating are 
schedule to testify .before the 
committee Nov. 21., - , I 

•AskedL- whether he were leaving 
the door open to replace Wall, Bus h 

' replied,:“I didn’t say that, but I’m - 

•iot closing the door on it. -I just 
don’t know at this juncture. 

“But when the question is put, ‘If 
part of the savings-and-loan prob- 
■ lem proves to be management or 
. regulation , people that aren’t aggres- 
sive ' enough, would you make 
changes?’ the answer will be ‘yes.’ I 
have to do that.” 

Bush added, however, .“I just 
don’t want to . . . prejudge on my 
part the Wall situation at this time.” 

Compiled from reports by The 
Washin^on Post and 4bft I.Q£,, An‘ 
geles Times. ■ j 
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Iiiyestors^lame ___ 
losses on ‘Keating 5’ 


f.'- 

Sam Stanton and Anne Q. Hoy 

»^epublic Washington Bureau 

.WASHINGTON Tearful inves- 
‘tors who claimed that Arizona deyel- 
^ oper Charles H Keating Jr. bilked 
‘them out of their life savings blamCd 
.,:their.lQS$es on five senators Tuesday 
iaiid 'landed them *the ‘‘Keating 
-'^ive.‘‘ 


The three California investors who 
testified during the panel’s fourth 
round of hearings were hardest on 
Sen. Alan * Cranston, D-Calif., but 
none of the other senator^, including 
Arizonans John McCain and Dennis 
DeConcini, was spared. ^ . 

^‘Up against the likes of Charles 
Keating and the influence he was able 
. VThose and other 'Investors Would ’ huy from elected officials and 
l^nbt haye become victims if savings others in high ofT^, we didn t stand a 
^Wd loans regulators hadn’t under-. Phanccj’’ , said Shirley Lampel, a 
^ mined a Insecurities *mvestigatipn, . the ^ Tustin, widow who said she 

iiiead\ of :the Securities and Exchange lost $30,000.. ... , , A 

^^irimission told the House Banking '“We had been tergeted by Kealng, 

»^3om\pittee,Jvhich is investigating the Katmg 

.^Tive’,and others, :the henhouse |[oor 

^•jwid Loan, based in Irvine; Calif. * ' *KEATINU 5\ page A2 
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.4u^. 11EATING5’, .firm 

^was opra, the fox jot in.” — . - ■ — ’ 

, ■ The five senators are C^ston, 
-DeConciiu, McCain, Don Riegle of 
«’ Michigan and John Glenn of Ohio. 
IliAUbutMcC^hareiJeniocrats. . 

'ifhe &ree investors Were among 
23,000 people who bought more than 
$230 million in unsecured dd)entures 
^ by American Continental Corp., the 
. Phoenix-bwed parent., .of Linpoln. 

1; Those, ddwntures, " Icnowii ' as junk 
jtonds, proved worthless • 

* /•. ■ ITie bonds were sold in *the lobby of • 
‘Keating’s thrift until California rep* 

•. fatprs halted that practice in August 

• ‘-1988. Ibe three investors said Lincoln 
V ’p'fficials itbld them that the debentures 

' wcrp, federally insured. . ! 

/ ■ Vlh^ testimony was given as 
t.'Oairman -Richard C Breeden re- 
../.veiled that the agency h^ stepped up 
\ its j investigation of “possible account- 
y. ihg fraud” and questionable bond-sell- 
ihg practices by American Continen- 
■■ tal. 

! Breeden also said a May 1988 
^ “memonmdum of undcrstoding” be* 

' tween "IbP F^eral HomeVLoM Bank 
t ]^ard, :jmd Lincoln pve American 
Contipbntal a powerM legal tool to 
resist the SEC’s probe into whether 
the (bmpany had filed .false finandal . 
I"' statements. 

I According to Breeden, the memo- 
* rmidum' ‘'8aid ‘in essence “Aaf. the 
finanbial atatemehte ^eire''^^--right,” 
allovring ■ American 'OonfihOTtal.,'to 
aigue thht - the SEC; ihveitiptidn - 
I should be dropped.; % p i 

Ph(»ito meeting rc]^ 

} ’ ^Afso - Tuesday, thi Mmerican 
' Bani^r 'newspaper ^pdrtW thrt ' 
Riegie'llew to Phoenix and met wit i 
Keating .in March 1987, let® itiian i 
’ mo^. before. t • 

. inteipje' vrith .f^eral replatprs in 
Keaiihg’s.beludf;.>ri . , , - 

f ' Later that month,' Riegle reedved 
$66,ftK) from Keating and Jiis Sup- 
porters, I ti 

■' Riegle, 'Chairman of -the Soiate 
Banldng Committed' h& portray^ 
himself as .gn insignificant player in 
the Keating' afliun *TBe didn’t tell 4he 
' Senate Ethics Gpuihiittee about the 
■ Phoenix meeting or about others he 
' held toncerping Lincoln’s trouble.; 

• -On Monday, Riegle stormed to 
“ McC^n’s office when a Senate page 
••inadvertently delivered 'to McCain’s 
t office a 2rinph-high stack of Riegle’s 
? documents ;c6ncerhipg Keating, con- 
gressional purees said, • •-•'•' o 
‘Tihe documents apparently inclulled 
' Rie ’le’s handwritten recollection Aof 
several 1987 meetings with; rea^Uirs 
and) the other stoators, ihey s&ad; 


te-f -The rfduI?upTI¥ccurre'd because 
'• McCain’s m ail room has the ^same 
' siule-humber as Riegle’s, hut thiiy tue - 
in-diffPrenl buildings. •: • .J. r; 

'• (Riegle, DeConcini .and McCain 
".'have been pointing fingers at ewh. 
i' other over who set up a meeting 
bdween the five senators and .a iop, 
f brift regula tor April 2, 'f987»?Rie^e 
said he attended ,a secop4 meeting 


iHirHAT THEY TOLD 
' THE HEARING 

. -iilghllghts of Tuesday's 
; hearing on Ihe. collapse, of 
Uncoln Savings and Loan: ; 
y Three tearful holders' of 
|,-: AmiericiBin Continental junk 
jjtonds say‘.Uncoln officials as- 
• i^rii^ /ttem. ' bonds were 

r'faderal^lhsufed./ - 

.^Investors brand five sen- 
ators 'the ’’Keating Five" for 
U fheir intervorifibh In "Keating's 
; behalf and blame them partly 
\ ■'for their losses. ■ 
kr;‘ .'#^Tbe .Securities and Ex- 
(( change Cohimission says it is 
...-expanding Its probe of.Ameri- 
-can Continental and Lincoln. • ■ 
V • SEC Chairman Richard Ci" 
; vBreeden eays the Federal 
"Home Loan Bank Board '1as.t 
year signed a memorandum of 
|l understanding that, alioyved 
American Continental to resist 
the agency's investigation. ■ 

■ ; .>Woxthearrrig;Tuesaayr' ' 

• Witnesses scheduled: 

' Charles H , Keating JrifeiM.; 
■ Danny Wall,' director; 6f?;tlie 
Office of Thrift Supervision. 


with -the regiffqtor, on AprilS,kl987, 
iohly as a banking-specialist. - 

But . hoth';';Arizona senatois have 
.^d.^^e was. the driving' force 
l^!tind.tlii,e!April2meetfog.' 

At Tuesday’s hearing, committee 
^^toan Henry .Gonzalez, D-Texas,' 
i^i»|ed that former SEC Comi^s- 
^,ohe[ Baihara Thomas had receive I a 
i:3i250, 'boo '"loan with ‘bnusual” £tid 
ifeyoi^le terms from Keating. 


j ,> T|ic/;'foap was disclose ^id 
^ti pony that *111011188 called the SIEC 
eftei Ishbliad iW(l hCT post to voucl] for 
K fjiBng , whom me knew, was under 

ahve^^tionbytheSEC 

.. She -also usi^ed the bank boEud for 
icon^dential ~:4idbnnation about its 



geofs^urity* 

Ik fir^eri 'tiie SEC had no 
Authority to stop American Continen- 
|[al from selling the driientiires in the 
3 ob^rof'tiie"Arift.But he acknowl- 
edged that the “federally insured” seal 
on Lincoln’^ door “was design^ to 
fcreate this image of security.” • 

I .He-also told the panel that it (Was 
■uhuslial, but -hot unheard of, ftr a 
j firing, issue q.d^it, sale that large 
TOt^ut an independent underwriter, 
k- The three investors testified that 
th^ wrq riot ttdd that the debentures 
werenT undawrittenby a Wall Street 
investment ‘l5rm.-’Th.ey also did hot 
receive a priSspectus^ as required by 
law, explaining,the risfe. • -- 

^,>“Gh t^e door . 1 .' i saw T’SLIC 
^ederd tarings and Loan Insurance 
ICoip.) — . how reassuring,” Lampel 
said. “'The investment was described 
,as safe and solid. I had no fear.” 

' "j&nnie’"^ Wicksman, a 78-y^-old 
im’migrant from England who lives in 
Glendale, Calif., blamed Cranston. 

“I felt that he was the one who 
really swindled us, because he should 
have told the papers that he was 
getting all this money and wasn’t 
tak mg care of us,” she said. jl 
k. Cranston spokesman told replirt- 
ersjthat the senator had done nothing 
wrong, and “there is nothing to Ueel 
responsible about.” 





Ctanstoti and affiliated. yoter*regis-’ 
rtitm^ups ijBcdved netHly^lTBil-l 
in* .campaign, contributions from' 
ingapurces. . . . ; ; 

^ ol’^ ‘Seating Five** also 
ipcmed .large' rantributions from 
ig, at^ each denies impropriety. 

fe^ riiwe^,’lthe senators are nam^ in' 
^-^(ila^action lawsuit filed Jby. the 
||(mdE^eiS ’.a^nst Keating over the 
lude bf 'rile bonds, and the senators* 
■‘Bctiohs in Keating’s iMhalf have come- 
iiinder FBI scrutiny. 

Breeden told the committee that 
when the SEC began investigating 
Aindrican .-Ccmtinehta] „in February 
1987, rile firm’s accountants “stone- 
walled** requests for documents. , 
When ^e.SEC subpoenaed the 
;,document^-(^rical areas were obliter- 
' f»y nibl^r-stamp marks that said 
the infomiarion .was confidential. 
Coihmirieermdmbers expressed con- 
^t'-<aqcountants t for Arthur 
^i>ung .had .given American 

^bntineht^ and.Lincoln Savings clean 
^lls' of -health when government 
Auditors were checking into the firms, 
j Jtat representatives of Arthur 
'Y^>Sg--^3ich now is called Ernst & 
|;Youhg, on Tue^ay deni^ any 
wrongdoing. ' 

! . An Arthur Young officia] said his 
firm and Keating agreed in 1988 to 
American Continental’s 
:s after Keating tried to have one 
luntant removed from the 4<> 
It. 

lur Young’s xxHihief executi^, 
[Wfiliam.Gladstone, said he refused. . 




Shirley Lampel, a ; 
•tustin, Calif., i 
widow, displays a I 
$30,000 I 
certificate |lhe ' 
purchased from ‘ 
American ; 
Continental! 

Corp. She said 
she lost the 
$30,000. She 
said, "We had 
been targeted by 
(American 
Contiiiental 
Chairman 
Charles H) 
Keating, and with, 
the help of ^e ; 
•’Keating Five’ 
and otherslthe 'J 
henhouse (|oor ; 
was open, the 
fox got in:** 
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■ REVIEW k .OUTLOOK 
w'CoftgressVW atergate 


Back , around the time of Water- 
gate, Congress enacted various laiis- 
aff€cting the budget, .political cam- 
pai^, ethics-that weakened iSie 
presidency while aggrandizing its own 
political power. The country is now 
getting a pretty clear Idea of why the 
.Founding Fathers worried about what 
happens to men when they get their 
hands on unchecked political power. 

The American Revolution was 
fought in the name of containing the 
powers of kings, of course, and thus 
the sentiment of the new nation was 
against executive power. But experi- 
ence quickly demonstrated that in the 
new form of government the legisla- 
ture, with the power of the purse, was 
prone to overreach. ;See the, com- 
plaints of Madison and Jefferson in 
Federalist 48, reprinted alongside. 

The legislative branch is in theory 
checked by the voters, but o^ertoe 
pas : 15 years it has moved away fnttm 
thii essential discipline. Incumbents 
coiymand re^urces that mjdce :th^ 
almost immune to challengers. Con- 
gress enacts laws from which it ex- 
empts itself, breeding the notion that 
Members are in some sense above the 
laws. One haywire effort to resist this 
trend was Abscam, the FBI’s 1980 
■bribery investigation of Congress. .The 
Members responded by dragging Jus- 
tice Department officisds in for gruel- 
ing oversight hearings that made it 
clear Justice’s budget was in danger 
if it initiated any future probes. 


The end product of these develop- 
ments is now Congress’s ihost visible 
.attribute-unaccpimtable power, That 
'^in turn has caused abuse of authority 
(mid scandal. Now, on the heels of the 
■Jim Wright affair, we have five Sena- 
Ctors who are enmeshed in the savings- 
.and-loan scandal. The FBI has 
.launched an investigation of the nole 
tteSenators may have played in hlilp- 
ijig (their political benefactor Chailes 
Kearing keep federal regulators “at 
bay tfor two years. The Senators and 
l&eir federal regulatory allies may not 


;iiave done anything .beyond existing 
^wj^the case .focuses”^- 
■®ee3eJattention on the current Wash 
^Ington ^stem. The delay in closing 
Keating’s in^lvent Lincoln Sav- 
lings & Loan of C^fomia may cost 

taxpayers $1.5 billion. 

! ThL month, viewers of C-SPAN 
kave been getting an eye-opening look 
Vat the closed world of how Congress 
■intervenes with executive-branch and 
independent agencies in a series of ex- 
irttaordinary-House Banking Commit- 
! tee hearings. In yesterday’s hearing, 

1 SEC Chairman Richard Breeden testi- 
‘ fled that a 1988 agreement between 
■the Federal Home Ixian Bank Board, 
headed by former Senate aide M. 
Danny Wall, and Lincoln Savings un- 
dermined his agency’s investigation of 
^coin’s financial stetements. 

The basic accusation is that Alan 
iiranstoh of California, Dennis DeCon- 
cihi and John McCain of Arizona, 
John Glenn of Ohio and Donald Riegle 
of Michigan used their political mus- 
de to help delay a federal crackdown 
:on Lincoln, whose chairman was 
Charles Keating. 

It is a commentary on the culture 
■of Washington that it hM taken so 
-lohg for this story to achieve its pur- 
rtnt prominence. We and Bif)oks 
Jackson of our Washington bureau 
I have been writing about it for six 
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iliponths. fhe Arizona' Republic^ 5an 
'iF^ancisco Chronicle, CTevel ^d Plain 
|I)eeder^d lietroit Ne^ have also 
l ^h probing. But the Capitol Press 
Jfdorps stirred .itself only/when a Con^ 
J^ressman held a hearing, apparently 
tthe local benchmark of news. That 
[s^said, it should be noted that House 
..Banking Chairman Henry Gonzales of 
; Texas is displaying.a lot of courage in 
Itaking this on. At yesterday’sliearing, 
I he said he planned to carry liis inves- 
ftigation of the S&L scandal “beyond 
llincoln.”- • 

r ■ ' ■ ■ ■' . 

»• * * ♦ 

V . ' . 

■ The Senators say their efforts on 
Mr. Keatings’s behalf were merely 
“constituent service.” All five Sena- 
tors ^tomehow claimed him as' ^ con- 
stituek. An Arizona resident fr(^ a 
| .promMent Ohio Republican famUy, 
f Mr. Keating controlled Lincoln in Cal- 
i ifomia as well as a large hotel in 
Michigan. 

■ ' SenatorMcCain has likened his in- 
• tervention with the federal regulators 
examining Lincoln to “helping the lit- 
, tie lady who didn’t get her SMi^ Se- 
} curity.” But Charles Keating was ask- 
| ang for a lot more than a lost check- 
, ^ahd was willing to pay for it. He and 
^ his allies gave .the Senators a total of 
$1.4 million for their camp^gns and 
•their pet political causes. .- 

©any Sragow, Senator Crauston’s 
1986 cmp^gn manager, says that un- 
like 'the consultants in the HUD scan- 
dals, the Senator used the more than 
$900,000 in Keating money he solicited 
"to further his “political” 'Interests 
..father than his financial interests. 
ipil4^whfie,\Capitol thiihder^on 
ir the ..“influence peddling” of 
consultants.-.-.'.^ ■ ' •.• 

Jie obvious truth is that 

Congress’s dramatically broadened 
definition of “constituent service” is 
largely a cover for what the legisla- 
tive branch has become-an unseemly 
trade in which Jim Wright-style ariii- 
f twisting is the quid pro quo for the 
fPAC contributions that in turnilkeep 
f 99% of the House and 90% of thfl\Seh- 
f .ate ne-elected. In sum, the Senators 
saw nothing wrong here because they 
, .simply don’t feel accountable. There 
r Is iuyefiective check on congressional 
' behavior. 


V iiideed, the more'we get to the bot- 
tom of Washington’s .other steamy. 
p.'kufy-UIS" whodunit, at HUD-the 
more we see Congress’s fingerprints 
next to thbse of the infamous “consult- 
ants.” A letter from New York’s GOP 
r Senator AI D’ Amato has surfaced sup- 
■portirig a dubious HUD grant in Buf- 
[;■ falo. Within months of the grant ap- 
proval, the sponsors organized a fund- 
raiser for him that raised $40,000. 

Undoubtedly, Members of Con- 
• gress ought to be able to act as oin- 
\ ljudsmen for their constituents in (fiffi- 
^ -cult cases. But these recent evenraare 
fc'fiflMly very much beyond that siijiple 
' roK Despite all the publicity tha|, ac- 
cUtnulates about the way Congress 
works-the franking privilege, the 
PACs, the gerrymanders, “constituent 
service,” the S&L fiasco-the Mem- 
bers just keep rolling along. En- 
trenched, immune, above their own 
Istws* 

Surely it is time to start an effort 
to nut congressional power back, to 
siZ'}. The American system has 
means to do so. There was even a 
m^s phrase once to describe 
Throw the rascals out! 


e 

fa- 
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Arizona senators. 

a nainuet 






3, 



fite J^tizqnays seMtf 
'id'Ore interested 
playing wwd games will 


man Qdnzalez^ than; in 

getting Uirrthe. bottoiA of. die 
CMt&ifltdi^tigidUnQdln; Savings' 
fiaso^^^trt j ■*: 

Obnzalia ^ys lie wont sub- 
poena '^jlwOf^'^iSenatqis 

intercedraln^k^l^ngt bdalf mtb 
federal ■ regulators — . including I 
':i|yri20i^' |^s.>;-D!^^ DeCoter 
Mdili^n, M^(^n 
aetion may-tmt' fapld^ 
fint6iMl^ez:iiay$^^ i^atbrrare> 
weldMne'^^td '-tesdfy befone^tlii^ 
"eommi^e-if they wish^^-^r-H 

t tb^’d-- bei'inorbi idiiM 
•t&tiiy • -VinVd^gatii\ 

^aWnuttce if ri2,get%is 
, as^ed. , _ ^ ■■ 

.Bub as ,know 

'^wdb.^^neal(^.fay^ he won’t. ask. -| 
Su^ miniuOts allow DeCon- 
idiii andtMcCain to app^'eooper* 
‘^.adve without really being so at alL 
j'/'Of. course,' the, S^tois could 
l^S-iOttttify thm^ve&''But'they’,| 
'haveii’d-'''" ‘^=:- -i 

.y / » 

',^',.^rl^i|iakesyon!^ . 

jNo;itc^s:is.VV ,,, . - 

Spet^fhg.d' keadng, he’s appar- 
endyvbeen/.lining. his bird cages 
with something Other than The 
‘^r&om Repatdh ftt The Phoenix 
6azd/d lately. ■'• 

' Chris ’'Econoinalci, “editor and 
publisher of National Speed Spott 
News, says there wasn’t a locm 
newspaper to be found at thb 
Ph kmician Resort last week b4 
caise owner Keating has bann^ 
th4 Valley’s major papers from his 
hotel. 





■ Keathiji; [yflio’® 
.'if ^a e d - b y.Unninbtf^ 
revelations about hil^lleged "milk 
. ?em and- .4>ilk -’em“ shenanigans 
. ywlh Linoplh Savings, was quoted 
by a Ionian' working at the hotel 
desk .W^Y»n? b^ed die papers 

..irofh his'property, , 

.. . It is 'the ^rd time in al»ut a 
.year that ■Keating has: ^tried' to 
:«OTsortheiiews. 

Econbiliaki wasin town for'the 
jaces at Hibcni?; 'loteniationd 
!.s>«iwu)nv sh(t ifXd'The ltei>ubiic*s 



m*WUV4V. .. ,, J v-itb 

[:In .fact, 

d,thoy 

...~aAyh:r^ycmcnj5fei^ 

■ d^H haye ttittbh'iui^: ■ "-i ?>' 

■ i ^KiBatiiiig • may thihk ho ’-fcah 

ObntfOl hcuK in . his own ‘ Hite 
woHd. But not aiiywHwe dISO.' at' 
ieistnofdn^m'^^^^ ' 

*We have met'fte-enemy *'» i* 
u 1ii^b^tio'N|tipn.hl ^mmit- 
. Rbnd.d Brown,^y^ 

. -ah.j^oxpech^ly prpybirativg 
analysis of party politits -.in. h® 
k^mote -Monday at the -^te 
rirty’s annual fund-raising shin 
dig; ; - ’ 

‘Too bad the' Unenlightened 
'dronings ' of state- Chairman Slam 
Cy^^aidhi' the conclusion 'of|| ‘’ 
dmn^r^israr^ Brown’s mes^£ 
iTo Ids credit, the take-iio^gu 
Brown offered inore than proBci:- 
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.giving tycn ‘some ■R^’iibli^si 
• pausef Brown ■8ugg«5tea:.j^tl&g ” 
<^P’s tradition^ yiw^ 
fefent:as *;Ae eneiriy’^-rtalces th^ , 

'jiarty- esp^iaUy sus^tiWe w ' 





at’ th‘a V y 

;.Uri)an Pevd^(Mt|s4|ii^i^ .the- ; 

" Tn^t’s, not to, say ;that;'R^«bli* • '. 

• cans nave a monopoly. pn^scdiiidal; . , 
■•fPrmd House Speyer Jim ’Wright 

’ Is'only the most receiii lexaAiplelof 
pemc^ticculpability.'' ' - 
'Bui as Brown pointed out, we 
bnye suffered; a.istaggering .|sdiniU- 
pitiqn of publlc^^iri^” jft'jtJie past 
. decade. Could Ur be 'ai nieast 
,.;parrially attributable to ,ftet fact 
'ithaumany Republicans as 
; som|how less immoral to'Ooftupt 
' gov^ment than to corrupt private 
.^jerprise? 

'■• ■ |lt’s wqifth.tHinIcing abduf, . 

O.ilding the Rose 

• Voters beware; GOv. Rose Wof- 
ford’s handlers are plotting an 
accelerated public-relations push 
with an eye to the 1990 elections. 

•Mofford political adviser Rip 
Wilson and press secretary, Vada 
\ Manager met privately last , week 
with slate agency flacks to discuss 
how to boost the governor’s image. 

The message? Increase the pub- 
lic’s perception of Mofford as 
actively involved in all aspests of 
tlw executive branch. , I 
uhis might suggest to skwtics 
th.m Mofford, in fact, is* not 
acflvcly involved in all aspects of 
the executive branch. 


Wdraeii lack power 

Wom e i r* *i n Arizona idaki' 0^^ 
nearly half of the wotk force but 
less than :one-sixth of state govern- 
ment leaders. 

'Thk’s according to .a study by 
Arizoha State Univeisi^ research- 
ers just published as part of a book 
called; Qender,. Bureaucracy and 
Pfmdcrdcy. 

;And ’if that’s ..not .-enough: 
wiomfe in the , hipest levels <ff 
state ; govermnenit are younger, 
better' educated and advancing 
faster than thar male counterparts, 
but they’ro still making less money 
and supervising fewer employees. 

But the . news ‘ isn’t all bad: 
Nearlj a third of the 90-member 
Arizor, 1 I^islature is cpmpbsed of 
womerl tdihost twice the nntional 
average of 16 percent ' ^ 
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fflirift Regulators 


onsumer 


h. . .... 

• ' Btf oWAtiSTBEB1pjo^JIWAI,S^<^f/Report»» 

V' WASHINGTONs^Severalpublic-lijterest 
.groups icjaied for the reslgnatlou of Dapiny 
Wall, the nation’s .top thrift regulator, cit- 
'ing his underestimation- of the size of thei 
sayings-and-loan debacie and his . delay in 
closing insoivent'jiicoln Savings. & Loan 
'Association. .■ ‘ . ; ■ 

The gr^ps, which included Pabiic Citi- 
zen, the l^ph Nader-affiliated goyern-i 
ment watdhdpgr- lobby, urged President! 
Bush in a letter to dismiss Mr.. Wall from| 
his post as chairman of the Office of Thrift 
Supervision. -‘Mr. Wall,may have .cost citi- 
zens of this country more than any other 
political-.appoinfeffiiniihistoiyiJ’’,i‘the Atter 
said, saying gomefani^stekestimate that 



$20, billion. 

Previously,,? Senate Majority Leader 
,Ge.prge. Mitchell (D.j.Maine) said that Mr.' 
; Wall,shouid sfpp asidpi and President Bugh 
has said he haS- an open mind about 
whether to seek Mr. Wall’s resignation. } 
A spokesnm for A&. Wall said that ha 
has been unfairly treated by Congress, £uid. 
that Mr. Wall hasn’t any plans to resim 
Mr. Wall has been the top thrift regOlaton 
jfpr t\jvo years;, ’ ' ■ , ; ' ■ , 

!The.i^oups didijllildalllfor the .resignal 


’St ;In ,a' news.¥Piiprpripe,^;fepresenfatives 
of the groups, aclqiowledged they: were in- 
,an awkward?posifion%egardirir the sena] 
-tors,, because •ljyp,qf-ith.etii;l Alan Cranstort 
(D., Calif.) andVdhn Glenn (D.,.Ghlo), 
have worked avidJy for pro;cpnsumer leg* 
islation.. -c .v i 

But James -Davidson, chairman of the 
National -Taxpayers Union Foundati<»s,' 
said that Sen. Cranston’s role ilTmelin} 
jco n failure was cited by 85% of its 200, 000 
'nw nrbera as “tte -biggest putrage of ^.e 
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DeConcini a man of integrity 


r: 


K 


k. 


Editor: 

I write as an Arizonan who has 
followed Sen. Dennis DeConcini’s career 
since the iirst campaip, and as someone 
who h^ supported him over the years 

Sen;)peConcini has shown himself to 
be a n^n of principle and integrity who 
.has always put what was right ahead of 
what was politic. 

His correct but unpopular stands on 
the Panama Canal, certain judicial 
appointments and the Navajo-Hopi land 
dispute have earned him little popular 
support,, but have demonstrated his 
commitment to principle. 

His actions last year when revelations 
of theft from his campaign surfaced 
show^that his dedication to doing what 
is rigiu even extended to a situation 
. where ^wing what was right cost him 
■ financial^. 


Now we have the Lincoln Savings and 
Loan scandal. It 4s clear that Sen. 
DeConcini’s actions with respect to 
Lincoln were a .mistake. It is also clear 
■that had Sen. DeConcini realiz^ the 
extent of the financial mismanageirient at 
Lincoln, he would never have interceded, 
no matter how much money his c^- 
‘ paign had received from Charles Keating. 

It is how time for Sen. DeConcini to 
' acknowledge that he made some mistakes 
in dealing with the Lincoln matter. Good 
men and women, even great men and 
women, make mistakes. All that we have 
a reasonable right to ask is that these 
good and great men and women 
acknowledge their mistakes and wotk to 
correct them. 1 •• 

LAWRENCE A. RUpW 
. Wittdowjkopk 


(It^j^e page, name of 
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.. / A’V 's tho':TS>l© Ke^Ubg n the • 

, * Linwln 8a>iu^ and Loan disaster has 

‘ gathered mOre attention, the question of 

!«irhat ' amoitnts to '(proper constituent 
■ jtiei^te'h^ become more prommenti . J • - 1 

, sehotare 'have\mainteii^ (that ;th^ -^ve ; 

;Charles Keating no more help than they have given. ’ 
hundreds of ^other constituents. &ns. ;^pen,nis 
DeOoncini hhd Jdhii ’M<X3aih have responded \ 
Indignantly in ncciia^tiions .^dt Keating’s huge 
^campaim contribu^bns ^prrnnhted Iheir mterven- f ^ 
tion with federal regulators on his behalf. 
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tim wito federal regulators on nis behalf. 

|. . -•.■ibeGohcini has emphasized thatone- of his duties ’ - 
Ui Jisjftb respond to constituents iwho have a problem • ^ 

' iwlh ‘^the government. . McCain Compar^'his 
r 'aecision to meet with regulators to "helping .^e ' ^ 
S: little lady who didn’t . get -her ^ial Smuriiy 
/• check.” . • . . ■' ■ - I • /. 

'Those explanations, however, haVe.nbt impressed 
...-Arizonans. In a recent poll of Maricopa County *' 
adults, ..more 'than 40 percent said they' were J- 
j*-openly dissatisfied” with the senators’ answers to ^ '' 
questions about their connections to Keating* . . / 
-What we'iBnd .mo less Jaggravating than tire, v 
■senators’ eagerness to. help K®®ting ,is .^eur. 

• - Willingness .to put aU. ^eir.-.other. constituents -at .J,; 
j/.linancial risk by doing 80 . 




ril 1987, they bad beard Lincoln described as a 


-,and should be taken over by the goyenunent. The 
• implications of those warniiigs Were- obvious: If 
.Lincoln’s high-risk .operations ■‘were allowed to 
' '.continuei losses that ultimately would he paid by ■ 

■ taxpayers could multiply. ■.' ' i 

■-i- That’s ipredsely what Irappened. Because ■Ihfe' -' 
,'i^byernment failed to take control of LincoM until..' 

■ ■ t ris year, its losses are estimated to have incijeas^ ■ 
'.by more than a billion dollars. That monq^ will-. 
v'lOome out of the pockets of every taxpayer in the 

country.' , v. , ' ■' ' V V. . . 

• -So We think ihe issue' of constitoent service goes 
‘well .'beyond the question of whether the senators , 
should have . answered Keating’s plea for help. 
Responding to .his call was -bne thing; mtdting .every 
.-^nstituent the huge risks was quite another. 

. Their decision to , go to hat for Lincolii Savings 
■turned out to be an enormous financial mistake.^^ 
..Aside" from -whether' Keating deserved the .'lavishtJ 

■ conktifuent service he was afforded, the senators’: ' 

. other constituents didn’t deserve to pay for their i 
; ^opr judgment., s }■' *? ' •, " . 

(Exherpted from the Scottsdale Progress. Distributed 
by The Associated Press.) ... 





, ; |i‘*With every new account of $500 or moro, you got IhU U^. eenalor doOl 
^ * - .* ' to havein,your pockeU** ' 
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300 bondholders4n 



By U*a Morrell --is Cy.-. 
Me I I’izona Republic. . ' 

lERMAN DAKS, Calif. —.More 
MaqJ 300 holders of now-wbrtHless 
jiperican ‘Continental Corp7 Hbnds 
(ii^cd ' petitions here Saturday "‘dV 
Whhding that the government -cover 
tte losses they suffered because state 
^'d federal bfllcials failed to’ stop the 
T^eceptive” bond sales. . 

^^The-^ bondholderS '-ask^ to -be 
smiogniz^ as' “victims . ; . nOt idiot^” 
lor their inv^tmeiils.' - — ' '' • 
|The petitions, -circulated during 
ifeat^ first meeting Of-^a -group 
’^omlizing bondholders in ' Southern 
l^li|bmia, said the signets “hold the 
igovemment accountable ahd respohsi* 

^founATifiotwIvesT 
^longt ne Lincoln depositors .said they 
‘thou| It their irivwtmerits were safe 
-bjecaf^ they.were teoonimend^’by 
4,.Kncpln employees trusted. ' 

They exprw^ anger at Keating 
ahd 'five senators lyho went. tO bat Tor 
^him in a Oostly battle ,pv^ .Lincoln 
,pgainst federal regulators, 
r "’ ;Scts. Derihis' DeConbinli'^DtATO.; 

KcCain,''.R-AHz.';^,.^aH ,Cran- 
8^,. D-(^if,; ioh^ Glenti^' D-Oliio; 
apid Donald .'Riegle,- .D-Mich.V met 
,y?itIrtfederal Officials]tp'in.^^^^^ about 
thei^ investigation into Lincoln.' ' .J 
,Ai drew Yuri, jivhose father ifivestM 
;$20Q)()00'in the bonds, cOrid^ped.the 
five senators as “dishonest and cruel.” 


,'ble for riot protectteg pur interesfe'’* 
against an alleged sphemc ^ de^^^ 
investors’ by Ameri(ari tbri'iiriSitd of 
.Phoenix,. _ . .1 

■More than 23, W people’ inyested 
mOre than $230 millfori 'in' American 
■•Continental, which filed .'for Chapter 
I I rwrganization and protection from 
' creditors under the U.S. Bankruptcy 
“Code "on April 13, 'The '•bonds ij^CTe 
■ purchased at Lincoln' S^n^ apd 
Loan, .which was. purchase 
'Ariieri.can Continental in 1984, ^ 

- 'One • bondholder, • Ralph ^Wil^‘, 

' asked why Charles H Keating Jr. "K& 
.not been ousted from ..control of, 
American CbritinCT^h■'•■'' -•'‘^“’'^^ ... ' 

-Investors’ attorney s arid' the fraeirril 

.“Harii'g iip,” one, audii^c^. pi^ber 

'said- ■ ? -k f ■- ■' . 

.• The petitions plaimed the govern*, 
^trient approved .me bond..8aIe8..eyen 
jafter thrift regulators .^.kpew. that 
Lincoln Savings was ih , a shaky 
condition. Many of the “unsuspecting 
.Lincoln 6ustom.erS” thought the bonds 
were f^erally insur^, the ^petifions 

^id. ♦ • ..... .,.,4. s,'... r rt.*.** 1. 

ThO bondholders .committee plans 
to send the petitions to R^s. Richard 
'LeKiri'an,,.R*Calif.j. -Napcy .^clpS5i,.,D* 
.Calif.;', arid flOnry Gpri^ez^ D'lTpxas. 
Gonzalez is leading the probe into the 
.collapse of Lipcpln. -i •. 

' ;'RuS 'tbld.b3ridliolil^„|e expects 
they- v)iii get back '§bnie of their 
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^gSvernmenl |ri.ay !‘at’-^irie poinP^ in 
. lAe bankruptcy proceedings push ft Ir a 
tiristee to Tun Ameiican Continent il’s 
operations, said. ROnald Rus, <an 
'attprney„'represenlii|g investors libo 
filed . orie of- .12 lawsuits against 
American 'Cpntiriehtal Vdfticers '. and 
-directors ^d;their hired accountants 
-andlawfirins'.^ 

The goveriimrat hias charged Keat- 
ing, and 1.0^ othef American Cbritinen- 
*'tal exwi^vra ’wlh fraud arid racke- 
‘^ri.n'g In a laW^it filed Sept’'15’ in 
-i8:S.'District'<^urt-4n-Phoeriix. ' i 
-; Many of those at the ACC 
. ^ndholdeiri. Action Committee metri- 
irig were elderly md 'sem^ cprifusbd 
'about ibe Teg^' mwa^ in which they 


mon^ through the investtw^la^uitS, 
.lyhipb are seeking class-action wtus 
4tsbne lawsuit Tbe.suit is ei^)ec|edfito 
■gbio trial in Aupst he said? -on 
Rus said bondholders should jp^t 
Teel stupid or shamed - over. -losing 
’'their irioney. ' ’f** 

.. . “You. have been caught In one of 
.the most sophisticated finanqal shams 


^ver,”.he‘said. ... ... 

' , “We must be reco|ni,zed petims 
arid.riof idioits“for -invwtog in-(the 
,.bon^s,’JsaId.Yuri.^23/,..,;.N'';j-,...\r, ^ 

One of the committee’s goals is to /y 

.get bondholders involved in decisionsJid. 

4iiakirigproc(^es,that^^t.th^j^c> 

’&id. Ariolher goal’is fo"helpT;|hS.m.-o 
deal eriiotionally with their los^b 


/i 

- : ^ 
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M. ’'binny’, 

Monday-astt^^^ 

paying ,caljs. fQr,j 
Kis; pijsjppiiyefeatten)^^ •', 

!a/?sbapegbpt’V’^^^^ the collap.^Vp^^^^ 
|.Up01n\S^v|hgs,and 
^d;ptHM'thnfts./ -V : . 

^ V ^^.‘.^nounced, his resighatipivias'; ‘ 
jdir]ecfor> ‘pr ^e Office '. of ' Thrif^^^ 
'Sttpeni^ioii; during pinews, inference 
in 'he'' tQok;;;d‘ ;bit{er s\yi|^ . at " 
bonzaIez,/PfTe){ps/ 
jicju^'^'ahking ‘f^jiiuiittee' pbirm^i. . 
i^h%dj8ih®pn;paiHrig^ phste;^ ■ 

suppoil- tin- the 



I j^’‘^I^a.yi^g^fluled4o sec^ v^oH Appiewhite/T^ 

|ure.‘ leplafivelyp.MriCGon&^ j ;M.. Danny- WaH'^nnoUncw his resign^ 
i|p^’;tei(^rrnptibn pf the tjTUth .and.i.i tioriiriiWJfsNngtpn; ’’I dpn’tthink it^s'a 
‘ahandonihent^oft 6u/-historical;devo-^ \ .matter -of- running fropi a fighti" 'he 
(tipn'td fair play and, due process in h.is,-’ said Monday. ’’I .think it’s a matter^fc 
;ejfo4:toi>i^move ine from offipei!’ Wall bringing,a fight tp a close." . , ' 

said.m js- four-page Jptter.to,.Pre§ident '■■'■: • .• " ' •••''*. -w. 


'find 

iiP^thfMWustryi- • '■f, awngs-aiid loan dtsastSfM- 

? :iCi4n#z,>ho .has made Wut?r wen.i<pttr^y ciostly in terms -df 
:attacktom'.ii,Walj’s jhandlihg'. of* thp/ ;;.. . -^ / •: ' i ' — -~5eeVVAllU.'paga A!dO. 


¥7 


r;r.v.(nf:,9^.^_ p,-,. 
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■ '• : :•« v.i' > ; . 

doHsr^|i5ci pvibli.c.confidciicc, g - r}nn ., . 
zalcz: ;that there, 

^he>y;i'^dcrehi^^^^^ -,;a 

..QppT^le^’g^. Ii(^hg8:>.iiiitq;! Lincoln 
have»b^nie^^^;Vj)dely,w^^ 
they have/ been;, -.parod^^ on NBC’s 
S^fur^ay-Jf^Jgli^ZiY^' ■ ■ ; 

'• WglV^^fj^jgnatitin stems from ope 
of jSfteJ;plitiqn’s/Woret financial stmry 
did^ ppe that/wlV ^^^^ taxpayers’ as- 
njnph'^.$il.§ bllljonand Uifcatens the. 
|]^|itical;,paiiccre.!pf five V-S. ‘senators,, 
including- Pcmocrat. Dennis DeCon-rj 
jMql' 'i^g'ndiRcpubiican- McCain,! 
iplK:pilAijzdnai.- ' 

.•HiSiqecisjon tp legve, after. cafe fori 
hjs hegq-frpm leaders of Congres^and j 
;some;5?ltthc.:flgt|on’s .most influential j 
he^vspape^s^^^was•';ro.c^>;wit^ almost \a;i 
sense of 'relief i'Mbiiday ;from manjr;] 
pflicialso'.^.fe ' . 

' ' -’I 

. - 'Treasuiy,' Secretary. Nicholas. Bradj^ 
said, ^.eliwlshcdy^^ltivell,. adding -th 
althpugh-rcsignatidhreust have been a- 
dilTicult'kihdyc:;fory;h|m;. it ' was /‘one’ 
that was‘publicrspirit^;’.’'i- . • - , , 

V W.all’8' predecessor at! the b^mkf 
boa’fdi4^l^wih.-..Gray,; said he felt 
"s^ncss”j fqr.^'Walli -adding'that. the: 
jdfif heiiS Icgyln’gMs -considered ’to be' 
a^png-the ipu^hi^tm 'Washington. /• 
’j'jSowevpf;, lie said,. “Danny Wall’s 
eilcictlveness^was gone;’’"; ' 

;jj|jHoure Banking Committee member 
;L^ch, ,R-Iowa, ‘said the move 
was “virtually inevitahle.’’ , ■ , 

5 Wall sajd that he will remain in his ■ 
post- until the’; president appoints ' a 
successor ’pnd ’ili’aV he' has no job 
plans. He als^ihsisii^dhat his leaving 
^pujd ■indt' \b® •;CPrisifu<^ as! an- 
ndmi*idp;ofTailurey ' I ; 

1 However j-presisure for Wall to l^ve' 
■.has.^&n'mduptiri]^^^^ Gonzalez and, 
qthere'hayc jwihed the blame for the 
^&L^rjsi^ggugrcly, pn lijs-shoulders. 
>yall d.S''’a.-:sfbrmcr; Senate Banking’ 
^mmittee VstSlf^^ and the last chair^r 
map-pf the,.]pcdcral Home Loan Bank; 
Bo^rd,. whioli- -w^S''-restructured to 
^e^mp’ithe Qflice„df Thrift Supervi- 

!’ iWallrwhaiwalj applauded loudly by 
-■•“*~^yat! iljC'ihn office when, he 




^^a§t wrek .that hc.'Wouldi,noP quit; 
But 'he, conceded Monday that he had 
begun making .plans to leave last 
month,, after ho had spent 10 hours 
t(»tifying;btifprc .the Banking, Commit- 

tec.ihrits,prohd'0f.Mncp^ 

■* He irt^sf^ jjjat he had not. been, 
■preshur^ ji|ftod"(^igning by; thejadmin^ 
istrajiio)j|i?buL cbhbeded ’that no one 
hadjaskcdliim tpatay,' cither, vjihen he 


;*Bri|i^ing fight to a ciiosei— • 

- .‘'P" ligiiT. think it’s a matter. bf4 
running frofn' a fight,” Wall said. j';4 
•• '‘,i;>think-it’s a matter ,Qf.br|j)ging'?a-’ 
fight. ,td' a;;Lcipsc,.-!. .■..■-My .deefsion ip; 
,stepi;dpwn'^;i’s‘ to - remove, thp 'distrap-;'] 

■ i0jie':.'adininistratipn; .spHfppjgipealcrl 
,|p'..ph!’cphditi.oi^^ dir anoiijlhi|yij?saiai 
before- ■ Wall , ipstjfied/^lbcfQfe; 
'^nzajez’S/Committee on NoYj/^I. he' 
ftpld' 'his ''superiors, at the Treasury. 
Department that he plai^hed , to resign. 
sQpn. , , ,.i • ' . 

I jvThaf’Sdurce added, thai ’Wall^lwdj 
been asked lo'stay on .until a suepes or, 
cquld, be. named, a move’ that is 
ej pected.tQlakc several, weeks,. 

Walli'vi'ho came to the bank boards 
2|i -years , ago, said he has survived 
repeated attempis on' Capitol Hill to 
oqst ‘hiin front his job as overseer of 
the plioifs thrifts. . ' 

V -‘I am. ihe 19th chairman- of' the| 
Federal Hohie Loan Bank BQard,.andi 
i have been in office longer than half? 
of them,” ! said Wall,, \vhosd- ;tferm^ 
would, have expired in July ipi-; ,. 

Oncoln his undoing' tYV * 

" However, the failure of Linroln, 
Savings proved -to be Wall’s undoing,- 
d.espite.his insistence that his handling 
of the thrift was proper. ' 

, Lincoln, which ’waf 'owned. ^by. 
^Cealing's’ . American ^ephtiiicntal:; 
Corp. of Phoenix until Wall’s’ agency ’ 
seized, it April J4, could cost tattbay-j 
erf more 'than $2 billion.,. Keatma’s; 


■prdanizatiqn.haa bceri.af war ifyiqiltnci 
balk' board -for-ltyoty^rs bf CpfCTthe" 
govemnicnt moved in.last spring;.*'’,, ; ' 
,iv;GQnzaiez ,,and .-.-others ..I'pprtfayftd'? 
'■’^alj^ndibis underlingsaa bowipgtldi. 
Heat|ng’s;every .wish and allqwi,ng;tbe|' 
thrift, to remainiopenidespite.wajiiihgS) 
in 1?87 that it should be closedi;’i,r; 
'(•liThose-i^arnings caniC from'.'gpypiirf*' 
ment- regulators based , in Sani-^an> 
ciscpj.-'Whd, testified earlier- fall- 
thatftWajl/ignored their r^’f^is '.fprs 
action on-Lincolii. '-; : ■ Y’’ 

Wall; insisted! in h|s^ lestimbny^Iast; 
.ntohlh; • arid. . in; his,.4announremeht. 
Monday ;,that .he.^.fblt 'ho;. :p6litii^! 
pressure to-keep'Iiihcolij open, despite’ 
claims; from '-some that the ’senators,; 
now krioWri-as the Keatin'g Five, may; 
have influenced hiiriY./4 ‘ 



P-Mich.j 'and DeC^p^ 
and .'McCain — . j-epeiv/rf .!argc“bp,&kirt 


butjons froip JCeating and had inter- 
vened with'ihc San!Franc ltf o otfie i a ls 
exainunng.EincoIn. 

' ' Bui- each.; senator haa denied- any 
\yrpRgd 9 ib^iY.ahd-’'WaU; qn- Monday 
repeat^Yhib assertion . that "Lincoln 
was; left :6peri, until this year because, 
the 3an. Frariciara, officials, had not 
given hint ,.f nough evidence, to shut it 
down: • ' I 

: ..’Wall al8Q.5poiitinued to .praise their 
:abiiity4 despite ; what he termed - a 
f^b,urca\>cpatic: disagreement” between. 
’thpji»».and‘Washingtt)ni-' 1 . ' 

.Vj^ppicearijen for .the Saip Francisco 
'.ripgUlatbrs ’and for Keating would npt 
'^nriricnbl^onday on. WdPs .rerigna- 
jtipi; -. . • • , /' 

I ;• But„--Ciray said Wall’s faiirfc to 
,frf)J)SVilbe ! advice ,on ! closing Ifncqln 
his.'^ealest mistake.’* - - » 


^Q feAng;:3o.i939 ' j . 
^;!Myried»bwo chlldien~ . .1 
IER;i ^siSant 'I 




. r^iPargO’ 

■riewgf’ ; AgQn'cy,v: 197.1-75, 

executive Salt Lake City 

Redev.etoptpe’nt Agency, • 
1975-79^ director of legislation ’• 
Sen. Jake Garn, R*Utah. 

979*80, minority staff director, 

* Sepate. Backing. Committee. 

• "‘-tftor; 

M 

ma^, Federal Home Loan Bank. 
Board. Becarn'e/director of On Ice - 
of Thrift Supervision on Aug. 9, 
iwhep It replaced the banK board. ^ . .. 
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Mq^I crisis 


6y.A(ine.Q.;Hoy and Sam Stanton - 

RepuUIc.Washl^jgton, Bureau ■ 

■ . : 'WASHINGTON-, — The approaph^ ■ 

a laivyer„js 

judicial?^hsw1^precise^^ ques- ' 

• tions but volunteer little else. 

I - The response of Sen. John McCain, 

• a (lewrated Nayy pilot, is to attack as s 
IT if\yvere a comliat exercise; With-J 
battle position ut|der constant review* 

» Vigorppgly. :anti ^qpdly. launch offen-. 

siveS'On;all fronts.^:* , - • . ‘ ! 

; The siratea!^.of the two Arj'zona 
senatprs to the Charles H Kwting Jr' 

. and £>inwln:.SaYings and Loan Associ- ! 
Btion scahdaI;^how stylistic differwces ^ 
between theit\yq;_arid their contrasting | 
•,;:jbpliticri;aspjr^0nsi- • 

V - ;3«t the ‘apri<i|^^ \ 

. 'senousness. ’of thc'.'scandal enveloping:! 
t the sep^tOTSM'and three other col** 

.. ,Jeag^;^t(^(,pi8^ of Califprhjai;i 
, HpaN9'^Wpgl^■:J^. of Michigan, artd , 

■ ■JphRf ;;^lenn, The seriatorsi- 

r haYec<^^ijie,. ''lp‘^'be. known as the 

■ K&tihg'FiYpj.;- ‘ ; ; • . , . ' - , ■ ■ ) 
r". ■ jWqcyjhlFieldJ^a California pollster,'.; 

said;the,Keating..affair. is unlike recent 
national; ScapdalS'^in that it does not 
just involve;. an?, impersonal federal-* 
bureaucracy, Mdjthe “usual transgres- 
sions” Qffacelesstpublic officials, ‘.'‘j 

Viilaini$.sn 4 . victims • ; » 

> 3}eld^s^(|.tili8lscandal has^ identifi- 
. : able •”vjllains?’;'f.ah- influence peddler 
(KeatingXand those, he tried to buy 
(the ,#hatQts),^ are . real-life' 
«!,®lW*';%*''WHtaxpayers;ahd about 
23,0^^:mpstly^el4erly investors whose 

Ameiican .iiObnilh 

, bwap'iWprW the'fi^ file;!' 

for ;ChariPp^i!j*Ii'’::Pro^ from- 

weditofs'..uhtiep|ne ti,S., Banlnuptcy 
Cjpde . 

'“Once !an 'doited official has to 
start explaining his -acts in a ddensive 
way, ibe’&ini.trovifeK’^ Field said,.,^ . . 


Nofihan- Ornstein. ,a politiciaf 'anaV! 
lyst with the Anratican v^nterprise;*. 
Institute,' said all. five f eiiatuis*^ h i l 
tainted^' 'But :he .s'aiddt is^itoig'^eaKly^i^l 
(assess the.l9ng-term,pplitical^daraageit^^^ 

. Ornstein'. also' said, bartisam Dolirics'';l 


McCam,; the only Republican. in the^j 
•group: H,e:'9|iid.';;Pefnocrats ;ar^ 
jto workto counter McCaip’seffolrts.td'' 


jaisiance^mmseir.;?^: ;■ * ^ < 

“The ' ;p6litical dynamics, sM 

that Pemocr^^%e'not^fo^^ 


this I^e^ting 

Prnsteih-,saiia'.,;-i, Z I P 
' Mc(^jp^527?a^ 
who was. ^ prisoner* of war in Norths' 


Cijanston, '^^'nd/ Glenn only 
recently'’ hdve ,'even • begun • speaking ' | 

; Vp 

Opinion polls • . . V 

McCajni; in , his ' first fienate .terw.'t 
after two's ■ terms- -iri ' the “Housei. .l 
assembled former and current staffers 
in a meeting to review his efforts in . 
Keating’s behalf,, and McCajn, said he - ] 
plans to conduct public-opinion’,poli%i 
to assess the damage. • . . ’ ’ 

At the /Outset, ■he’' attMpted to ' 
extricate .hjmself from the.,:affair by--; 
holding a fulhblown news' conference! 
in Phoenix. */ 'z> " ' iii '- 

But McCain dumiped this, strategy' 
within days after it became apparent.^; 
that an investigation launched by the j 
H ous ! Banking Committw would put ' 
the ni itionai spotjight on the issue andv' 
that the- attention coujjL-flflC.be . 
contained.;'' . - 

.McCainA*iJten einbark§d.-_^on ;im,5 
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SnSS " : : “V “"Wtomnion td»pi; :■ WcCg»; r’, ■': — 

£iSS« hoi hi told .o,£„ * 

f fluring the second of two controversial ' But DpCniirinl''^ lii^A VI’ ' l ’ ' V ' ‘ ' ’ Tias b^n so tight-lipped that he 

i&rir 1987 meetings thafhfJaS not L^iJISS^i Sr'?9#«i*^“v .. ’ vifaJ details in ; his .ofTidaJ; 

^ < 


■QPP is. watching, 


A UJespit^ .IMS efforts, Rieg 

unfinished... Butyh§ gai|;.v ipxtensiveroj^ emerged. 

toSlfill ?h^.o«T'^^ -^. Speiicep Abraham, chau.„a.. 

yntil last week, Crangt9ijvh§4/^|ft?i:;.lhit^ Riegle has Ibe 

h«s '..press secretary to, K|epd ,iipff '<‘§^^ and fpi 

ID ^nf J:eldft'r1v'‘ » / '• I 


natipnal Republican Party, 
ul that if McCain could distance 
Ihin^selF from the affair it would 
fbecoin^. another -Democratic ethics 

vPv* . / w. r ,1 bondholders sindedd out' Orflfi 


♦.>M*^lMKli'«le. pretidont of 

:S ?S.»r ■ « D«roitw 



l^hestions,,e^^ .. 

5i, a former prosecu- 
together his past and Cranston 

iSinSSaoXUrtl heS“*>"^’ “ '«WL^ SS 

bolster his” claim that he often, has • ... • Hero approach: “Mv honor is vital 

.gone to bat for constituents, even 
i those who contributed generously to 
past campaigns. ..m . . .' , 

cpn“fit5e^“L*i^^^ SaviZ^SvTwiT* 

sSwSE ~ 


Cranston, who h^ been a senator and I would never betray^thp trust 
ir.erelecti.oV .vpter^ havepl^c^ in me.’^ •< ' 

fe-electiorisi :• Jim Rnvnln »nlinirfviQ« 


for 2Q. years, pa,rrpwly won.ire v.w«.«v 
in 1986 but do« not face ire-electioii^ 
until 1992. ■ ■' » 


. — — w. 

, Jim R«volp,. chairman of the Ohio 
■ l^emocratic Party, Said Glenm waited 


has , answered precisely the questions 
posed about his role, but has offered 
to saylittle else. ' 

PeGoncini-recall bid ' ‘ 

i .Evin before the scandal,' DeCon- 
cini’s-.lpopit)arity was suffering as a 
r«?Httq«estionableJ.aDcLdeals and 


■ Ruvolo said: the main goal of any^ 
th^ Is^Linv kmd’ of'thing, I politician caught up in a scandal suchi" 

iwrioltl f ® - H ''e,ry,„ll8ld io’ ! as the Keating affair is to gefthef issue, 
extncate from since he faccs a ;senes:‘ behind him ^s quickly as^possible in 

in-anefforttosLW-coveraS 

^ , '■ "The thing you have to 3 Lt all 

'’(“i Senate .Bai)^ : costs is 'Chinese, water torture: drip; 
J8S..; .Committee,. ;chainnan,. r|iM ‘em.ri i drip .and drip,’”JRuvolo,said. ' “ ■ ' . 


‘THE KEATING HVE’ 










: ‘ ‘Sen. Dennis 
.OeC6ncini, 
prArfe/ 

■ Next election: 
1994f 

Conducted both 
April 1987 ' 
meetings with , 

. senators and 
regulators in his 
office. Asked ' 
regulators to grant 
'.’’forbearance" to 
Lincoln. Accepted, 
!, and later returned, 

;■ $48,000 in 
f campaign money. • 
Continued trying to 
help Keating until , 

( .Aprill989.two ' 
icampaign aides 
. received millions in 
loan? from Lincoln. . 








Sen. John McCain, 
R-Ariz./ = 

1 Next election: 
1992 . J, , 

Attended both 
. April 1987 i- ■■ 

meetings. Received 
$112,000 in.; 

• campaign money. ‘ - 
Onetime friend of . ' 

■ Keating. Took trips 
to Bahamas with ■, 
Keating. Wife and 
father-in-law ■ . 
invested in Keating , 
shopping center in 
Phoenix, That 
$359,000 i •, 
investment could be ' 
threatened by ; . 

government’s I 
$1.1 billion lawsuit.' 
against Keating;' . 


Sen.Aianv 

Cranston, 

D-Cailf./.> 

, , Next election: 
1992 

; Attended first . ( 
April 1987 meeting 
but only made brief 
appearance at 
. second. Accepted 
$39,000 in direct 
contributions, plus < 
$850,000 for 
affiliated 

, yoter-registration, 
groups. Continued 
trying to help 
Keating until April. 


’ V Seh."Dohald T 
Riegle,D-Mich./ 

{Ji.j Naxt election: 

•'- ■1994'- ’ : 

, Met with officials 
i: -from Keating’s- 
g '’ American = 
f Continental Corp. in 
February 1987, 

•;-> then (net with • ’ 
c nation’s top thrift . 

. - regulator, Edwin • 

.• Grawto suggest 
meeting with other 
. senators. Attended ■ 
,!/ -only second April " 

; !.l 987 meeting; 

• Toured American 
‘ • Continental . • 
.'^.properties in 
i Arizona. Received 
,’ ■' $66,000 but '< • 

■■;’^''return'ed it. Blames ' 

' DeConcini and “ 
Mcfiaio4or ' 

•'■^’^itieetingsi,? ■ ; • ' 


. . . .. 




Sen. John Glenn, 
«D-OhIo/- 
^ Next election: . 
•.1992 • 

Attended both 
April 1987 
• meetings. ToU 
■regulators to \ 

I charge UncoInV'or 
get off their baps." 
. Accepted $34,000 
in direct 

'contributions, and 
'$200,000 for 
'politicai-action 
committees. ■ * 
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By CONNIE STEELE 
.Daily Ntews-Sun staff 
BUN <blTY - y.S; Sen. Jo\ 
McCain, i R-Ariz., is. facing .to 
ethics pirobe and .the politicr' 
fight of his Ihe. ‘ • ' * 

Questions about ■ his :past 
•friendsliip ’ with Charles * H. 
Ideating Jr.,’, and. whether Keat- 
ing’s campaign •''contributions 
prompted McCain to intercede 
on his behalf with federal thrift 
regulators * have * marred the 
senator’s, previously spotless' ca- 
,reer. -/ ' . 

Saturday in a riiarathon tour j 

' of the Valley, McCain made five 
.speeches and talked to members J 
;of the .media. v 

pleased : when iL can get • 
'oh ItV . and go direct .to -fee ' 
'ipeople ” he s^d,~ citing ..num|r-‘ 
Voife'^'hippe'arances ’'on ‘‘'ne^ork 
■programs such,';’as Night Line. 
nnii Me'et the Pri^ss. 

"-'.Saturday :nijght he spoke .to 
'about 160 members of ^the Re- 
puhlican'iForum-:J^est; :;political 
-issues i^oup,'?at thet-CrestvieT^ 
•.■Vacation- Headquarters^? .iSuii': 

•-'6i1y We'^4 '.'{tijfv.'ij'--? 

.•^^’*^‘‘B€^use 'i ‘ ha.ye_ so 'many 
•cdhstituehts '•in '<this;;; .area,’ ;. I ■ 
thought 'it ivbuld be' good to •visit 
here,’ /-‘he said before the'diimer 
meeting. • •'’ • 

He had been invited to be tne 

gribup’-s- guest speaker 5ast 
summer, Wtronly receiitl^Uc- 
cemed the'invitetion. ' v ' y' 

j$niong fello'w' Republics^, 
’ McCain’s association , . with 
-^was'-- not), brought ..up 
publicly except to tell the group. 


X CUJLl. > 

M'-for yoim- friendship ,and suA- ‘ 
poit. We 'wiU -emerge not only 
unscathed but - better equipped 
for the job.’:. * 

jj^oweverj • State Itep.'^Robfirt 
' William s. R-Bun City West, sa id 

priLvately, “It’s, very easy to g^ 
caught up in a spider’s web with 
am unscrupulous man who you 
think is scrupulous. ■ . • 

yPeople are- forgi-^ng ' of a . 
got^ person and -I think he’s a 
good person,” Williams smd of 
McCain. . ' 

- “He tried to help -a con- 
stituent, and got burned. He’s 
going to -work his .way out of it.- 
Another member of .the group, 
•Robert Holdway of Sun Cfy 
West, said, Y'fle faces a difficult 
task, but it’s one he' can oyerj 
come. If ai senator is to resjwnd .. 
to his constituency and condu^ • 
an- investigation to see if his 
claims are valid, he shouldn’t be ^ 

pillaried” • ‘ • i, ..v ^ 

' McCain’s aide; Wes Gullett, 
smd . the - evening ^wa^ an. ojp-, 
portunity to discuss issues ttot^/ 
wouldn’t be, discussed otherwise. . . 
'^The’ ohly lthing; the press iS ' 
IriTicrvuD ' on is* the‘:Keatihg:^ 


.ance, econonfic recover .of 
zona *and_* environmental issu^ 
jWere -aTUong . those ,j»McCai-, 
totichfed on during a visit to .th 
Daily News-Sun."^ - 
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BVt despite making him|plf 
available to talk about any sub- 
ject bf interest, McCain madetit 
clear’ he was in the area 
tackle -head on any question^ 
voters might have reg^ding his 
relationship with Keating. 

At issue is whether campaign i 
contributions and gifts ,of per- j 
sonal .travel prompted McCain 
to intercede With federal reg- 
ulators on behalf of Keating and 
the*tfailure of Lincoln Savings & 
Loan, a subsidiary bf „Phoenix- 
bas» '.^iherican Continental 
Cqrp, of -which' Keatinje '■ is 

At the first of the two ineet; 
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/v' ^Dafly News-Sun photo by Connie Steeles ^ 

WITHmTHE -VOTERS Sen^r-JpHn'McCqin;' , 

with , ivbters ; Saturday 'as ’ he "fdi^d siyjth. Vtiertibere^^^^ 


ings, “April 2, ■‘-l|987,>t. Keating’s' 'fa^j’’ said ^ “I 

request, McCain. -' joined •. ■ Sens, ‘r.^ have- done this hxindred .of titnes 
Deims-DeConcini, D-Ariz., "Alan seven years-,. as. ah rclected 
Cranston, VlD-Calif.,-'. and john£, oi^cial.” , ‘ ^ '; 

Glenn,' 'D-Ohio, to meet with : .Determining the' facts ‘-of 
hldwin- Gray, -then chairman of "Keating’s claim' of “unfair 
tile' Fer ■ " - - - ® - - - - - 



.Keatings sayihgs'^d loan, ; -’.^the meeting^ McCain 

.' fiOn April; '^9 ;^he': 'same ■ four f.f.v^Ih’^^^dition^^ heiiig a , 

senators jmd -Do^d -Riegle, D- ;i‘ c.dnstitueht '-i with /a ' problem, 
Mich., . met again"' in- DeConcini’p i McCain 'said he 4 attended,' the ' 


\ : *-■ • ;* 'iiuiu xxlojjlux xuuug , o& « a^uw a ' 

McCain contends that he ^d .national.-independent accbun^ng 
nothing for Keating , that he -&m, and.a letter -from- 'Alan 
wppldn’t do for any constituent. Greenspan^ now chairman.-of the 
- jL??^® '9Wigation of any elected Federal ..Reserve Board, '.ehdbrs- ■ 
bmcial ,.;when . a constituent ipg Lincoln Savings’ investment 
co^es.to.him and says he’s not pSiTcies and its manag^ipttt. T - 
being treated fairly is to get the 'See Senatorj A4 s'. .V - 




time in v aiiey 


—From A1 ’ 

Even so, “I explicitly told Rfr. 
Gray that I was there 'Only for 
the purpose .of hearing the rea- 
sons for the Bank Board’s, ac- 
tions, s|id that I did not want to 
do anything, or ask anything, 
which might be construed as 
impropw,” McCain said in a 
response to .the Senate Ethics 
Committee dated Nov. 21 of this 
year. . 

The’ response was developed 
in answer to allegations of the . 
citizen advocacy group. Common 
Cause, which earlier had filed a 
letter with the Senate Select 
Committee on Ethics. 

His response conta.ins a 
chronological review of events 
and conversations leading up to 
the 1987 meetings amoilg the 
five senators, Keating and Gray, 
the meeting’s outcome and his 
subsequent actions. ■ 

Also outlined is how McCain 
failed to immediately reimburse 
Keating or American Continen- 
tal for personal .travel to his 
friend’s home in the Bahamas. 
Included are copies of canceled 
checks that later reimbursed 
American Continental Corp. for 
the transportation. . . 

A 1989 check for $3,754 paid 
American .Continental for foim 
flights during the years 1984, 
198B and 1986, on Keating’s 
corporate aircraft. 

“Along with my wife, Cind}^ 
and' our daughter’ Meghan, I 
vacationed •vrath' the Keatings 
there in 1984, 1985 and 1986. 
On each of these' three family 


vacations, Mr. Keating made 
available American’ Continental 
Cprp. aircraft for at least\some 
portion of the air travel ... ;\ 

“I believed I had paid foil this 
travel “ in • a ’ timely fashion,” 
McCain said in his response. 

Saturday, McCain called the 
payment oversight “a serious 
error; one I cannot excuse.”’ ■ 

Air transportation provided to 
McCain was suggested in the 
Common Cause letter to the 
Senate Ethics Committee as one 

■ of the ways in which attendance 
of McCain and the other sen- 
ators at the two meetings with 
bank board officials had been 
“purchased” — allegations 

■ McCain denies. 

McCain also contends that 
’ once he became aware of the 
serious legal and financial 
problems facing Keating, he did 
not again attempt any contact 
with thrift regulators. 

Saturday, he explained the 
media spotlight by callinl? it a 
“sexy” issue that containslall of 
the elements to draw interest. 

■' “It’s five senators; it’s Charlie 
Keating; it’s savings and loans.” 
McCain said .he is fighting 
■back the only way he knows 
how, by taking his case to the 
people. 

■ “I can’t sit tight,” he said. 
“It’s been very traumatic for 
me;” he said. “M,y,jfiategy has 
“been to make myself as ,avail- 
.able as ’ I can. The . other four 
senators haven’t • been 'as visi- 
ble.” 


FD-350 (Rev. 5-8-81) 


(Mount Clipping in Space Below) 


{Indicate page, name of 
newspaper, city and state.) 


Date; 12/25/89 

Edition: ARIZONA REPUBLIC 


_ . 58C-PX-41605 

Character: 29A- LA-10200 9 Sub E 

Ciassifioation: 8 0 — 3 0 7 A 

Submitting Office: PHOENIX 


Indexing: 


Bow Keating corps aided politicians 

Spent $2 million on 51 candidates in ’83-88 


By Sam Stanton and Anne Q. Hoy 

Republic Washington Bureau 

. WASHINGTON — It was May’ 1986, and 
Rep. John. McCain, R-Ariz., was running hard 
for the U.S. Senate when a call came in to his 
campaign headquarters. 

lAn official of American Continental Corp. 
w^ on the line, explaining that there were some 
■ chrcks.waitingto'be picked up. . ' . 


The campaign treasurer drove over to 
American Continental’s headquarters in Phoenix 
and came away with $51,000 in personal checks 
from employees and associates of American 
.Continental Chairman Charles H Keating Jr. 

Three months later, on Aug. 28, 1986, in the 
harried Mesa office, where Jay Rhodes was 
running his first campaign for Congress, nine 
— See KEATING, page A 12 



Charles H 
Keating 
Jr. / Pattern 
contributions 
questioned. 
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— KEATING, from p^ge A1 ^ 

persona! checks arrived in the nmil. 
Each was for $1,000. Each was from 
an American Continental officer &* 
his or her spouse. ' .v • : 

' That is the way it went for years as ' 
Keating’s family and American Conti- 
nental officials and their , spouses 
pumped nearly $2 million 'into the 
campaign war chests, pf at least 51 
House, Senate and presidential candi- 
dates from 1983 through'last year. 

The aspirants were, or stood a good 
chance of being, in a position to help 
Keating and his far-flung business 
empire, particularly Lincoln Savings 
and Loan Association. * , 

Although milch attention has fo- 
cused on the so-called Keating Five 
senators, ^records show that the 
Phoenix businessman lavished m^hey 
on dozens Af other politicians and that 
his- associates and their families \did 
the same, -often making contributmns 
on the same day as Keating. 

An Arizona Republic survey of 
tens of thousands of pages of Federal 
Election Commission documents 
shows that since 1984 — the year 
Keating purchased Lincoln Savings — 
Keating or his associates and their 
families have doled out money to at ‘ 
least 24 senators, 13 House members, 
eight presidential candidates and un- 
successful candidates for the House 
and Senate. 

They also gave Xo both major 
parties;, numerous political-actioij 
comp and dozens of local and 
statq candidates across the nation. \ 

■ICeatihg spokesman Brad Boland' 
denies aiiy impropriety in the contri- 
butions, saying no employees were 
asked to contribute to , politicians 
known to be helpful to Keating. 

‘T know for a fact, that never 
happened,” Boland said. ‘‘It was 
absolutely, positively voluntary/ 

“The politicians are. always the - 
ories that are asking for contributions*- 
It’s not like we went out and -asked if 
we could contribute to their cam- 
paigns.” ' ■ ' 

Bolaftd himself, along with his We, 
Elaine, 'Jgave $14,500 to candidates 
from Michigan, Colorado, Geoikia, 
Californri, Nevada and Arizona. . 


Donations probed 

But- Just how and- wfiv -tho se 
contributions were made is now under j 
federal scrutiny, partly because of the i 
collapse of Keating’s Lincoln Savings 
and partly because of suspicions that* 
Keating tried to buy influence every- * 
wllere from Capitol Hill to the White 
House. 

Even Keating has said he expected 
his contributions to politicians to 
influence lawmakers. 

“I want to say in the most forceful' 
way i can: I certainly hope so,” 
Keating said in April. 

The federal government has alleged 
inj a $1.1 billion civil fraud and 
racketeering suit that Keating looteq 
federally insured thrift deposits anj| 
fuAneled them into his favorite politi- 
cal candidates and causes. 

Having accepted-nioney from Keat- 
ing sources now is considered a stain 
on a politician’s reputation, and the 
list reads like a Who’s Who of 
American politics. 

Candidates ranging from George 
Bush to Gary Hart benefited from the 
largess of the Keating empire. And 
the unusual patterns of giving that 
emerge from federal election docu- 
ments are under scrutiny. 


Opposites attracted cash 

Reviews of such documents shipw 
doners’ often giving to candidates 
who, opposed each other, to ideologi- 
cal )pposites and to candidates *in 
races far from the donor’s home state, 
practices that the .FEC termed puz- 
zling. 

“Most individual contributions 
come from people in their own state,” 
said Scott Moxley, an FEC spokes- 
man. 

He said individual contributors 
normally give to only one candidate 
pd' do not usually^give to opponents 
in the same race,' as the Keating' 
associates did. 

In May 1986, for example, Lincoln 
Savings director Robert J. Kielty gave 
$1,000 to the Ed Zschau for U.S. 
Senate Committee, records show. . 
Zschau, a California Republican, ,was 
trying' to defeat incumbent Democrat 
Alan Cn nston. In the same election, 
Kielty aiip his wife also gave a total of . 
$4,000 to Cranston, the Senate m|ijor- 
itv whin. 


Such apparent contradictions 
'Abound among Keating as sociates. • 

I Scores of Phoenix-based employees ^ 
lave" $2,000 contributions to Sen. ; 
Donald Riegle, D-Mich., who as 
Banking' Committee chairman was 
important to- Keating but who had 
little else to do with Arizona.' ; 

The $66,000 from Keating and his 
associates, which Riegle ' since has 
returned, poured into' his campaign 
weeks after Riegle took a helicopter ■ 
tour of Keating’s American Continen- 
tal headquarters and gave a speech to | 
company eniployees. Riegle claimed . 
Keating as a constituent because the ' 
Phoenix financier was renovating the | 
Pontchartrain Hotel in Detroit; 

In position to help- 
Most, if not all, of the politicians 
receiving the money were 'i|i posts 
critfcal to. the ' success of Kleating’s 
finf s, including the now-.defu'pct Lin- 
cohi Savings, based in Irvine, Calif.. I 
P|efty contributions were made to 
Banking Committee members in both) 
h’miseiK of Congfcss'.Vas well as to 
politicians- in states in ..which Heating 
opiated his businesses. ‘ ' [ 

Recipients included then-flouse 
Bailking Committee Chairmaft Fer- 
nand St Germain, D-R.I.; Tanking , 
committee Democrat Frank Annun- 
zio, D-Ill.; and committee members . 
Doug Bernard, D-Ga,; Dave Dreier, 

' R-Calif.; Stephen Neal, D-N.C.; and . 
Jim Kolbe, R-Ariz., when Kolbe was 
a member of the.panel. ; 

Keating aind.his friends also gave 
generously to key Senate . Banking 
Committee members, ' including 
Riegle, the chairman; Jake Garni the 
ranillig minority’ leader; Cfahsion; 
Tiiim ^irth, .D-Colb.; and. vhil 


Gramm, R-Texas.' 

Contributions also went to the to 
l^ders— the Senate, including 
Majority Leader George Mitchell of 
Maine and ’'Minority Leader Bob 
Dole, a. Kansas Republican, accordigg 
to an unofficial list . of Keating 
contributors. The list, obtained by The 
Republic, is.being used by the FEC in 
its probe.. ■ . ■ ' 

"Many poiiticians have told of 
attempts by Keating or his associates 
to gain favors from them after he had . 
given them money, including requests 
that^ Keating allies be appointed to 
federal flosts. - - 

The p jliti cians, including Arizona’s 

the FBIj the House Banking Commit- 
tee and numerous other agencies. 

‘I have the right’ 

Numerous contributors declined to 
comment on whether they were told 
to make contributions as a condition 
of employment, which would be a 
violation of federal election laws. 

■T did make political contributions, 
but I am not really willing to discuss 
thii” isaid one donor, Michele C. 
Mencu :cihi. 

“I h ive the right to make political 
contributions to whomever I choose.” 

Mencuccini, .who worked for 
American Continental from 1984 to 


■ sen ators • — McCain, a. Repubiican, - 
aiffl Dennis DeConcini, a ©emojaat 
— have said those efforts were 
unsuccessful. . - 

But those two senators, and Riegle, 
Cranston and John .Glenn, D-phio, ■ 
now face a Senate Ethics Committee 
probe of their actions in Keating’s 
behalf; At’ issue is whether the 
senators improperly coerced ’ 'f^eral ’ 
regulators .into", backing off in their 
probe of Lincoln two years before the 
thrift collapsed;.' ” 

In addition, .Keating’s methods and 
the contributions have become the 
focus of probes by the FEC, jlhe 
Secur ities and Exchange Comm issii n, . 

1987, gaVe Sl.OOOl^ch.'to Mc|^,im; ] 
Sen. Pete -Wilsdrf, R-<^lif;,' Seh..:^14n 
Cranston, D-Calif.;’ .and Rep.’"i)qug 
Barnard,:D'Oar,'ahd'i$750ftb;Repifjdh' 
:Kyi,R-Ariz:?;^'.: ./fpvj 
, Another 'Keating ^spdate, 7 fo 5 in^. | 
Lincoln Savings Senior ’ Vice President ■ 
Sheldon Weiner, was equally gener^4 
but would not discuss the matter. ; 

Weiner would not say why he ^ay.e , 
to rival Democratic presidential-n|>n(ii- 
nation candidates Cranston and ’’^al- 
ter Mondale or to then-Rep. Mc^in, ‘ 
in 1984. Nor would he explain’.''h|B ' 
1986 contributions to "several IJJ;! 
senators, including DeConcini, ■jiqqd 
Arizona’s Rhodes. " . 
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R^^gulators blamed for $2 billion loss 





By Jerry Kamrner 

The.Arizona Republic * 

Under attack byledeml regulators 
who. accuse him .of looting, Lincoln 
.Savings and Loan, Charles H Keating 
Jr. now contends that the govknment 
is doing tie same thing. . 

' Keating is blaming regulators for 
an estimated $2 billion in losses at 
Lincoln, clairiiing that the regulators 
drove the thrift into .the ground with a 
calculated program ofharassment and 
vendetta. • " . ^ 

The allegations are contained in a 
138-page rdport .prepared for the 
federal Bankruptcy Court in Phoenix 
by attorneys for Keating’s American 
Continental Corp., which is undergo- 
ing reorganization while being pro- 
tected from creditors by the Bank- 
ruptcy Court. 

Tie report claims that- regulators’, 
incoi ipetence and pettiness destroyed 
Lincwln, not insider fraud as the 
government alleges in its $1.1 billion 


civil-racketeering sujt against Keating 
and his business a^ociates. 

^ The report also attacks the media 
and the House Banking Committee, 
claiming that they distorted ; the 
significance of Keating donations .to ^ 
five U.S. senators who'intervened withj ' 
federal regulators on his behalf. 

* Keating is chairman of Phoe- 
nix-based American Continental, 
‘which operated Lincbln the * 

thrift was seized in April by r%ula- 
torSj who said it was unsafe and 
unsound. A projected $2 billion tax- 
payer bailout would . make' it the 
costliest failure in the savings and loan 
debacle. ' ^ * * 

Keating .claims that the seizure of" 
■ Lincoln was illegal and is suing to 
regain control of the thrift. 

The American Continental reporX 
accuses regulators, of targeting Keatj 
ing for harassment because of hiij 
resistance to changes in federa' 
— See KEATING, page A5 
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KEATING, from page A1 - ■ > received large campaign contributions ^ 

. from Keating. Their relationship with 
regulations governing thrifts. . Keating is being investigated by the 

After seizing Lincoln, regulators -Senate Ethics Committee.' McCain is a 
followed “a plan to reduce the value Republican; the others are Democrats, 
of Liifcoln’s assets” to justify the The report claims that. th& media 
seizure^vhile increasing the cost of the 'and the House Banking Comihittee 
federal pallout, the report charges.' • • “seem now to' be eager” to fi^d that 
-“In late 1988 , philosophical and /the contributions “were somehow 
political goals and/or vengeance over- 'sinister, calculated to compel senators 
came whatever buriness sense the ' to attempt to influence improperly the 
regulators possessed,” the report char- . (regulators).”, 
ges. “They barred any skilled manage- But it adds, “there is, of course, 
ment of Lincoln’s assets.” nothing improper about a constituent 

The report claims that' regulators,* raising issues of possible regulatory 
because of their “deficient business impropriety, with elected representa- 
analysis,” are planning to sell the tives, and the inference that lawful 

thrift’s properties at prices below their contributions compel men of integrity 
true value. . * « to act otherwise is simply unjustified.” 

Karl Hoyle, spokesman for the U.S. The report also contends that 
Treasury .Department’s Office of allegations in the government’s racke- 
Thrift Supervision,' defended the sei- teeringTawsiiit “merely rehash further 
zure‘ of Lincoln as “necessary . to the allegations of the various (regula- 
protect the federal insurance fund” tors’)' examinations” of the Irvine- 
• that safeguards thrift deposits. . Calif.-based thrift that ^vested 

“The purpose of the .seizure was to heavily in undevdoped rcaw estate, 
remove those' who were dissipating junk bonds and stocks. \ 

’ Lincoln’s assets,” Hoyle said. “That is The report also^ claims th^ mid- 
■ why we took itTroni Mr. Keating.” summer news stories about the im- 

• Hc^le said that regulators have pending lawsuit, which was filed, in 
been criticized harshly for not seizing .* September, demonstrate that the suit i 
Lincolii sborier.'’* ‘ ' “has served ^ the purposes of the 

' The American Continental report federal regulators less as .a lawsuit 
contends the furor over .the interven- than . as a vehicle and excuse for 
tion 'of the five senators with federal publicly pillorying defendants, humili- 
thrift 'regulators is exaggerated. . ating them and their families, and 

The senators,* John 'McCain and permitting the .media to act as 
Dei|iis DeConcini.pf Arizona, Alan ' billboards for the federaljegybtors’ 
Cranston of California, John Glena'^''"''^mpaign of harassmeftfand innu- 
Ohi^ and Donald Riegle of Michigan, endo.” - - ■ • 
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Liraks to Keating 
will be rpyiewi4^ 

. :’ ] BySeqn Griffi^^ 

' * ■ The Phoenix Gazet& ' 

WASHINGTON_Tf The Senate eiKira. 
committee has authorized a fotiiiM.. 
investigation to determine whether fiye: 
senators linked to Charies H Keafin|* 
Jr. violatod Senate ethics riiles... f . f 
. ^The committee’s special vwunsel^b'as 
been Ranted, authority 'to ^ubpoeiia 
witnesses ' and ''dtwumehls . reIated‘»io 
Keating’s involvement; with Sensl!j(|ibh' 
McCain, -B-Ariz.,' arid Democratopennis ' 
DeConcini of Arizona, Alan Crahston^ol; 
Cali&niiai' John Glenn of OKio;aifd}pdn;-’ 
Bieglpof Michigan. ' ’ 

Mnj a’refe'ase issued to^y/ toinmi^^ 
chaiijpah' Howell Helflihi- Dr^aiV and 
ranking minority member ■Warrenmud;;i| 
man, R-N.H.;'^ emphasiz^' ^hatl tne? 
committee’s decision to. proceed td what" 
is known .as a pfelimina^ ih^'ui^rjis ' 
being undertaken .• for'^pfocedtir'^j^rb^- 
;sdfisonly.5|;^^^ i; /fStW 

‘•••■'^The cele^b'.^led that the cbmimit^' 
■*'hks taken rib'p6Mtion.as’t».th6 hieHto- 
dfthe dlegations or the weights ‘of; thfe' 
evidence” cbmpilfe'd'ito date, ■ 

There are three formal s^6s-^d 
one infomal stage in ah ethics commit^ 
tee investigation; In the‘informal st^d; 
.the committee often fleets- a ^sp^iqj 
counsel , — in this case" W^iin^fa- 
attorney:^=ItobeH j. Bennett’^ tb- be|P^ 

•• dejlide 'whether ;tb proceed 'to/tlK"|ii^ 

■ fo^al-Stage, the prelimiha^.ihqui]y,!-'^ 
‘■’r|Ppday’s announcement ends; the iii^» 

' formal ‘'stage 'of the ethics coml^iit^’ 

~ ‘ ' See ■ Senators^ A^6 
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probe and prov, des its counsel with 
some powerfuli investigatory tools 
to see whether the facts merit 
moving on to an initial review, the 
second formal stage. 

The final stage, is a committee 
investigation and can include 
courtroom-type presentations to 
the committee, typically behind 
closed doors. 

"The bottom line is there is ho 
increase in the. level of suspicion 
implied by . this step,” said Paul 
Jacobson, a spokesman Tor Bud- 
man. "It simj^y gives him the 
authority ' to go in and look 
around.” ' 

To date, the committee . has 
solicited statements from each of 
the senators, asking them about 
the contributions they received 
from the American Continental 
Corp. executive and his associates, 
their attendance at two meetings 
with regulators overseeing Lincoln 
Savings and Loan Association, an 
Ampricah Continental subsidiary, 
and subsequent contact they had • 
with regulators' on behalf of Kes^ 
ing, American Continental or Lin-- 


denied 


coin. 

All. the senators have 
wrongdoing. 

Scott Celley, a spokesman for' 
McCain, said the preliminary, in- 
quiry phase, which under commit-' 
tee rules generally lasts no more' 
than. 60 days,, was good .news for 
McCain “because we are confident 
the committee will find that he did 
nothing wrong and did' not abuse 
his office in any way.” ' 

' DeConcini issued a brief siate- 
ment, saying, “I welcome a thor- 
ough evaluation of the facts, and I 
feel confident that I will be' 
exonerated.” ' 

Murray .Flander, press secretary 
to Cranston; told The Associated ■ 
Press ' the .transition to a formal 
probe "will obviate ahy charges of 
whitewash afterward.” 

Glenn and Biegle- could not be 
reached for comment. • 

. The five senator's received a 
total of $1.4 million fromfeeating 
and his associates and nfet with 
T^ulators in April' 198^ after 
.eating complained of being ha- 
rassed by thrift examiners. 
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By Keven Willey ‘ 

The Anzona Republic ■ ' ' ’ ’ ' 

. Sen. Dennis DeConcini ./plans to ’ = 
buy vmajor blocks of television 'time' 
beginning next month to combat what 
he seeS*as -“public*-' misperceptions’! • 
about hfe role in hieetings with.federal 
regulators regarding Charl^' fiXeat-l l 
ing Jr. and Lincoln Savings and- Loan 
Association. * ' • - . ' - ^ 

' Mike 'Crusa, . .DeGpncihi’s state 
director, confirmed Tuesday, that the 
Arizona senator plan^ to purchase the " ; 
air time, probably in five-minute' 
segments, to get his side of the'Story * 
“directly to the folks.” 

' Crusa declined to say.how .much' I 
money will be spent on the: spots, 
saying those decisions had hot been^' 
made yet. ' . 

. DeConcini is /the first of the; " 
so-called Keating Five to take such ^ 
action. 

Hp and four. other senators have 
been -faulted for meeting priyately in 
1987[wilh federal regulators/in Keat- 
ing’s! behalf, after getting more than 
$1}2 million in campaign funds from 
Keating andihis associates. . . 

iQUier senators attending the meet- 
ings were Republican John McCain of 
Arizona and Democrats -John* Glenn 
oflOhio, Donald 'Riegle of -Michigan 
arfd -^lan Cranston of California. 

the. meetings, the senators 



’Dennis/' 

V DeConcInf / His\ 
i staWdirector / 
/says people are !• 
i unaware that the 
/senior returned 
/ money 'dphtrib- 1 
uted by Charles *' 
' H Keating. , • - 


■examination of Lincoln-- Savings, 

. which , . was owned • ' by Keating’s 
American Continental .Cbrp.: They 
complained -.'that the examination 
bordered "bn harassment arid urged the* 
regulators^ to charge Lincoln with m 
offens'f or close their books. : '/ 

-- -Xincoln - was -seized . -in April by 
federal 'Vegulatoys, who now say that 
protecting -the* failing institution’s 
depositors will cost taxpayers' more 
than. $1.5 billion. 

■ Crusa said that the decision to buy 
television’ time was based on the 
results of a series of focus groups his 
office conducted .in Maricopa County 
earlier this month. He said he is 
surprised and disappointed at what he 
calla the “depth of misunderstanding’' 
of the public. • - - • 

Crusa said many people are urn- 
aware that the senator . returned 


cbi|^lained Jo the regulators^ money contributed by Keating and hjs 

theljTlength of tirrie Spent !'on ■ afirTSS^iate^^^ ’ 
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McCain incto 

By Don’Hsyris. ^ 

and Jerry Karnmer * - I \ 

The' Arizona Republic ^ 

' The man' who led ‘a drive to 
then-Gov. Evan Mecham may join 
forces with ..the leader of. a/petition 
drive to recall Sen. .Dennis DeConcini. ^ 
Former *,antirMechani .activist^ Ed ! 
Buck and Jon Seidl of Phoenix, who : 
manufactures magazines for autoJ- 
matic weapons and .is a critic of the 
Arizona DemocraVs' efforts to limit 
such Sales, 'have discjissed '^.'.posrible 
alliance 'and .said Tuesday that 'they 
will meet .“today in ^hopes of r^chirig’ 
an agreement. ; • . ^ 

“There is a definite possibility of 
that,” Seidl said. “But until our next 
meeting tomorrow, I 'can’t say any- 
thing other than that.' ' ' 

' “Nothing is finaliz^; .nothing is 
locked'in, nothing is .committed.” < 

• Buck said he -hpp^' to work with 
Seidl to target not bnly D^hcini but 
Sen John McCain,\R-Ariz;i;for their . 
efforts to , i'nfeicede.^itli. ;^eral j 
regulators in. behalf- of 'Charts H j 
Ktoing Jr.,., whose -Lincoln :.S™ngs. ] 
and Loan later collapsed. : . A- ‘ - ' 
; •• vWhat ‘were^good 'men 'going into * 
office - are- now- cheap politicians, 
bought politicians,”' said. Buck, a 



-a,< 5 onstituent.’ My response -is: ‘But. at 
!the\experisei*6f;'a^^^ i 

■ wnstituent^.“^^^^^ * '• ! 

' “ Buck’s drive .to recall Mecham 
collec^d '.nearly * 40 percent more 
signatures than' needed (\nd. was 

g ‘}ed/.by. election '■ officials for its 
nization and accuracy. Mo elec- 
was held, -.however, .^because 
ham waf imp^ched and^ ousted 
by the Legislature, ‘i. ' 


spokesman* .Scott VCelley 
said . he .'.gives - /‘ve^ ,ljttle ^;if. any , 
:.significarjfie”. to.’,tK^ ;ppp6seo joint , 
^recsrrStort. Celley said -any; ,eff^ to - 
. recall- McCain of i 

: ppblic support., ^ ^ /: • 

Bob; .spokes- 
■ man, . said -he'has ho idea .whatBeidl is 
lip to, and would .not speculate;on the 
significance, of: Buck ♦jwssibly^ioining 
.thetecalL ’ '* ; * , : 

' .Seidl, ".who had. promised' a status 
report on the number of signatures^ 
gathered.by yearly Npve^bei:,:repeat- 
^ly . /has delayed '.making ^any • .an- 
nouncements. : V. . 

’ ‘-‘Tt’s^.hush-hush% right Seidl. 
said.' :‘You’ll h^r. big thihgs ’after the . 
weekend. There -will be; a major 
shake-up in the brgani 2 ^Hon\a^^ in 
the recall':”’ ’ ‘ / ' , ! * 

He declined to elaborate^ except to 
say that DeC^ncirii will hdt.be happy 
with the deveiopmeht. - - .. 

Seidl has until Jan. 6 ;to -collect 
valid signatures of 291,135 registered 
voteJs.* ;/ ■ , * 

Aputa month ago, Seidl said he 
was! calling off the drive ih.Tu:son, 

‘ DeConcini’s home base, because kven 
Republicans ‘were fearful of reprisals. 
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AKRON, Ohio (AP) - 
Phoijsnix financier . Charles 
Keaiting Jr. teamed with cor- 
porate raider Sir James Gold- 
smith last year in an attempt to 
take over BP Goodrich, accord 
ing to .federal records. 

■ Bank examiner records show 
that a subsidiary of a California 
savings add loan controlled by 
Keating bought shares of the 
Akron-based company and 
transferred them to an in- 
vestment partnership Goldsmith 
controlled, according to a story 
Setu day in the Akron Beacon 
•Jourial. ■ ■ ■ , ' . 

Tlje documents’ prepared" by 
regulators say the Goldsmith 


partnership “was formed prim- 
arily as a vehicle to perform a 
hostile takeover of BF Good- 
rich.” 

The documents are records of 
federal examinations of Keat- 
ing’s Lincoln Savings and Loan 
Assqciatibn of Irvine, Calif. 
Lincoln was closed by federal 
regulators last April, one day 
after its holding . company, 
American Continental Corp. of 
Phoenix, filed for bankruptcy 
protection. . • • . • . 

Regulator's . estimate that 
guaranteeing the federally in- ' 
sured. 'depOSl(S"^ey daim.^^^the ' 
S&L lost,, through risky '•in-- 


•vestments, real estate an® tax 
transactions could cost I tax- 
payers more than $2 billioii 

Goldsmith never ,said he was 
trying to take over Goodrich, 
but speculation that he was at- 
tempting to do so coincided with 
a rise in Goodrich stock last 
year. Goodrich issued a State- 
ment in April 1988 saying 
Goldsmith had told Goodrich 
Chairman John D. Ong that 
there was no truth to reports he 
intended to acquire a major 
stake in the company. I . 


Keating’s activities are being’ 
investigated by • the • House 
Banking Committee and he is 
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the subject of a federal grand 
jury finvestigation in Los An- 
geles The U.S. Department of 
Justi :e is also investigating 
whether Keating, formerly of 
Cincinnati, broke any laws by 
generating $1.4 million in cam- 
paign contributions to U.S. 
Sens. John Glenn, D-Ohio; 
Dennis DeConcini, D-Ariz.; 
Donald Riegle, D-Mich.; Alan 
Cranston, D-Calif.; and Sen. 
John McCain, R-Ariz. 

Goldsmith in 1986 attempted 
a hostile takeover of Goodyear, 
also based in Akron. The buyout 
filed, 1 but Goldsmith sold his 
shared in the company for a 


profit of about $94 million. 

His arrangement with the 
Keating-controlled subsidiary, 
AMCOR Investments, allowed 
Goldsmith to mask part of his 
interest in Goodrich, the docu- 
ments the newspaper obtained 
under the Freedom of Informa- 
tion Act showed. 

In return 'for transferring the 
stock to the partnership, AM- 
COR Investments was given an 
“equity interest” in Goldsmith’s 
partnership, according to the 
documents. 

They indicate the equity in 
the partnership was exchanged 
for 468,395 shares of Goodrich 


stock with a book value of 
$51.86 a share, a total of ned?]ja 
$24.3 million. The 
dated July . 11, 1988, 

Goodrich shares “h^v%-B§^i^> 
edly been sold” to fyp^a;^ 9 tli^r'' 
Goldsmith transaction, qj 

Keating lawyer James Ham, 
in a tgjqphone interview Satur- 
day froih^s Angeles, called the 
examination reports quoted by 
ti^fnewspaper misleading. 

^ it’s in the examination 
Peport, there is a likely chance 
(the documents are misleading ... 
I^ey’ve demostrated a misian- 
ilerstanding of a number I of 
facts.” Ham said. I 
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^By .Jerry Hammer " * ; ^ ~ ‘ ^ v • " ^ ^ Mn 

f , Attorneys •:fpr Lincoln” !Saviiigsf4ntf 
serious '“coricenis ak earlv as 1 0 R^. «K/>iif * 


to - a' memofan^iim^XIed late Wednesdajl . irirfUiC 
;Bankrg|}tcyieoprt.jh:Phoenix. 

‘■•^Loah' an'alys^o*rpre}jared'’ by- • Lincoinisj;%ttoiiheysi 
dpcuipent.a.*consist«int, pattern ofmn’safe and unsound: 
commercial lending!’- at the thrift,- a(^>ding tp -the' 
memoj filed' •'/hy^'^'iattorneys -repr^pnting Vfedetalt 
regulators;-.-,' ■.y^i., ;?*. s - , -, r; v; z'. . ;!'s T 
. shiemb 'is ‘liHely to heppme' a, key 'exhibit' in! a' 
separate hearing that'; begins today' in ;ij.iS.VDistript'' 
Qjurt in Washington, '>'p.C; jri ;thp hearing. .'XihCblh’a' 
Parent, coppany, ;-A>herican ..Qjntjhentdl- Cbirp.;^ 
phallenging the. government’s seizure pf thethrift -'. i '■ 
- .Ap^lcah' 'Cpntinenta.l is arguihg vh'efbre' U;§,' 
District lydge -Stanley Sporkin , thatj!ithp,\.fed»a^ 
takeover/ in AR”! .ps. ‘‘arbilfary<,vcapr!icibK‘^^^^ 
.thertforeiunlavvful,?’-. V, liz / 

'\ittrift regulatoi-s . are' .expect^ "td-^vpciinfe tb;/. the" ' 
warnings; frop;, Lincoln’s 

Ac-'' .‘luJkV Mi 
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Jl^hbldr, Ficimah, Hays&jiJanaiei^/^; 
;s«ppoi>|l^ .tjie government’s; coniepfjop 
|li^at. thc”i^hrifi' was feeing 'ppejatc^'' 
.improperly,: ; . j.,\o ..k,,-.,, 

« The regUlalpre* meniprandum - us^- 
jtije ,la\y .firm’s analyses. or>itinco|n 
;l0ans^; to-rsypport jheir argument io 
Djstriet Judge Riehard.jjilbythat 
jAmeriqan Continental .,i$.'dissipa(ing. 
,fts cash '.in court , battles designed , to 
!protcct..cxcputivcs of Amcriean>Conti> 
^.^ntahrathcr than its creditors, - 
American!; Continental filed .April 
d3 fofprolccliph from credilprs undpf 
Chapter- 1 1 ^of the federal bankruptcy 
code. ' Regulators seized Lincqln the 
next day.' .s-' . v. 


Cpnlinehtal’s'; principni Verp'ditpr,' . 
pmiHruprny; '-^uii pfoce^.lngsl^:are 
injcnaed’tpprplcct.crcdito^^^^ 

<• ^The‘ memo', argues ihat;\America,n '' 
Cpntihental’s' .challenge pf the fi^cfai; 
tukeover^’is '‘‘frivplous’’ 'bi^^use' the 
company’s. ‘'Jiligniibn !ppstu.rp |s:'con* . 
tr|idicted’’ by ;its attorneys, V 
«'.j7^he j mpinp. contends! .that f^opu- ‘ 
hients prepared by the hlc\vyork fir/n' 
Shbw.“thcrp:c9n.be no ^pubt’’ithatthe! 
firm Ayarh^ - Ijneolri’s m.anagemcnt 
al^ut its loan undcrwrltingi: ' /'■_ ; 
j ;P®dwal; .regulations .ycquirc thrifts 
M cpnpuc|.i.carcful un^erwifting. pr 


> ,vn: KiJ 

-■t ; /.h]* Jivf' 

ensuring; '.thgtyn. .bpifpijycf, ;.isig-.igOi^; 

; -.credhrriski '«;>] _•»% \ ^ V 

‘ ! AitorneysTpMh^^^^ 

. ■ ;Cprp. refused 4. toaepmmen^'WednesT* ' 
' .dpy.- iRutv thcir«Inie,ipprandiini: -iaid!^ 
Lihcphi’s;;iMc\v^Ypiy'iaw'firm 
, "thci'safcty aridsbuiidhessof:,' 

. , • A ■ $3Q^ miilibn lihsi^ufcd 'Ipaii' to 
Tncspn-based'R.Ai)Hdm^ • 

; ■ '♦ The reiihahcing'^^^^^^ ST^'.mil; 

lion' in' loaps ..toT^^M.psa! deyelbher 
.' ;Conlcy;yoif$\yihkey,).^^!;; .;V' 
■'•a; $5Q‘jnjjlipj^, ipn^ 

‘unideipiftcd. ^bp,.‘a^rding , 

to ' the xfiMi !!':h^^^ 
financial,,,s^tenieni;/shqi^^^^ lilOLiin" 
assets.'^, 'v 

.In a* $lv|-.bijliohj;'ciYi!>’ffackete^ 
suit'.filcdv;in ;Seplembci).iagainst Keat-, 
ing and several . a^opiat^,. regulators^ 
.<»llbd the RI^VtHdmteJap^^^ 

ke! lbans...’*shaW-''iinns'actioii!a’. ‘ihaf’ 


The Apjpif^ iicp^ijBiqa^ 
described $50 .million '|n jbans' frpn;i. 
Lincoln to;’R.A','‘:lipm^^ 
presidcnt.,is;.,l^pn'0b^^^^^ .fnn’the: 

1988 re-elc^tibh. ' c^^paig^ 

©c'nnts Pctppndni^^^ i :,;-!*] 

PeCphpinj. fire, fob: 

ihtcrvening.;vritb,fedefal;;regh^ 

^Knhoir au-:i. ioo't- 



Jqhil.R^^^mg i?'no.rda.tipn'4cMCharl& 

' , ‘ ^ V . .1 . 1 . j — ,„^ii — •«-<«*■ ■-**- 


* v‘ .1 , r ^ 



■^ANOTHER,- '.i 

i ]“Peoplc don’t road,? John Keating 
said. “They glance at the headlines, 
aii^ thcy. don’t know, and tliey say, -It 
Jjiust be the same.’ .' -, . 

L“Wc’vc had a hightmare'with this' 
da}nn thing.” 

^^C3ting hadto'inin'di'm^tihg' 
^^his board of dircctors'.oh .thc,.jday a. 
1^1 newspaper carried-the headline, 
^I^cating and cronies to- be^invesU" 
^ajedby thc Fin.” <. • " : 

'Vnolher time, his daughter came 
IjoneTrom school to inform him that 
*sJ»-and-so’s grandfather is suing 
you,” he said.’ 

. 1 1 told her, ‘Honey, no .one is suing 
mq, ” / . ■ 

i jrh? lawsuit, is ' against /;(Ch’arles'' 
K(|<)tjng .and Liiicoln^ Savings, and 
J^an; filed on bclialf pf tjie niprc.than 
^p,P00 people \vhp purchased now- 
'yprthlcss junk bonds from the failed 
Ihr^ifl. . , ' 

X t‘Fpr a* while, 1 figured it's better to 
ap, nothing," John Keating, said. “I 
thpught'they would close it (Lincoln ‘ 
SayingsL and that would be that. 1 
^ ^ig prob)ein>wh‘cp Lrcad 
t^at ffive (U.S.) senalpi^ were in- 
vply^. Then J kncw:.pebple‘ would be 
*«aking,poIiticaniay-p^^^^^ 
ycar,f /* „ ; ‘ ■ *V' 

^ «/ pw wc .arc seriously* considering 
\m the name of the bank." 

Up njRcating believes thai.Lincoli) 
Natic hal Bank lost a deal Monday 
because the borrowej*s thought tlie' 


, ' i»stitulio^fwas^^^^^ 

. ^ to Bank of America/ ^ \ .y- , // 

Wp‘ don't Ichp w* how many people ' 
arp.frighJLchcd pff ithatwe never do get ^ 
;.*t6 sec,^VJ5^th)^^ ' . Si / */. 

'.fl, firni . earned: 

; trillion in (hc/fir^jpne months/of ; 


*, wuMi^ii .uurpnsea-fai mat," 

■ said. Jerry. Pindler olf Breai Calif., 
author pf Thr Findley Reports, a 
■trade publicatioi)!. thgt rates bank 
stock, '.■ ; 'V,.,' •, , ' 

Findley- despribed Lincoln: Natjdnal 
as "an excellent jbsUiutjon’’^ b . 


/ ywiiii vpirpipjasi 

' w<»k oidy;tb>r)jh-ijiift^ 
a thirl.K]Wj[inj^,YiPeM-oit Newspaper. 
Agency •pxecuti’v$,>Wilham' Keating;" 
brothej; of Cljgflesi aud' cprdefepdantj 
with, hiiiv' in. a’ civil' suit brought by. 
federal rcgulatorSi’. 

, ‘‘It’s following, -me, from: iovim tpj 
. town,” John. Ktoting lamented; ■ : 

The Lincoln l^ational Bank' board: 
of directors is trying to. decide what, 
the H>stitnUon!s ncw!na^e shpuldi^ 

Johh.KegM»g#cd%^^ 

••”:change‘hjS;iieine,:tbp;' H • ;i 
; Hc!s .choseh.a?ieidingv:k^^ 

.- hapless dictator, in the Wdopy Allen 
film Bananas. ; ' • ‘ 

• "I’ll' just use . something . hipr r^ ’ 
because this whole thing is hiyfe ”,' 
he said. "If you’cqhH'laugh at ij.you 
can'tdo^anything,’?: . . • . \ 
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saying?'};' '^any -h^v^ .lost.*.; 
thair'jol 5 |^s,;the-AHzonavecohr, 
onniy-' ha? s:uffare<i, and doz- 
ens; of. politicians ifiavoV^e/vlsI 
. come :: '.'entangled' in >‘1 
; VCharji^'^ ; We!> " VVhQ is '! 
'■ .CharlesiKcating? - • . , ' . 

> jstpiV; t>y; Carpi Sowers,. . 
.•ii'Andy- H.aU*' Jerry. Kammer • , 
j/Jand: -Lisaj; Morrell ,,witH?*re-:' 1 


■i 
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good: 'I 

wi«<v>7 rxy^ta^iVp.oarui.^^^ ^ct 'tOtally ’, 

tegulatprs^seiz^, I<in(^)it,;’COhtehding:*^‘crazy^‘’and'p^ ^hink^Jte’s^ibejlng"^ 
.^^at the thrift waa'finandally “unsafe. pbnoxioui’b'Ut/jie’sj'U^ \\ 

and unsound/* ' \ ' Ther6^Vere:*unni^^^ 

4 , »Lincoln*SvXpllap^e^ js '^projected to \j. Ch^Jps^ Keating tlittvhe: 

)St taxoavers im tn. ^ Wllinn ^ 


iittMuii jicttuy. juy inun lauurcs. very ,aggressive/;?;$ajq l;ed' inpn^vpt. , 

j A$ the. “why” qyestiqiis -are being:';v .dnciriMtij^whqvh^s^^ 

4sked, :at Jeast- three ^portraits of • for 50 years-and:^!!^^^! Sfc'Xavfer: 
.^eating hqve einerg^:' ,i • r High .'ScliboJ and;Uh"e. iUniversityiiof • 

0 yATt^'WOWrACeiVA '»»5cJrt«Q*^f ' a»»***a*%*»«i *;.►■' ' ti 

neiiri 
ijave I 
.^nd ' 


dir f'* ’"‘yt pcupic s- ■ ■ iTc wiuj'a qni 

MneyVan^'4id;sp.eKtf£tv?gqna^ , 

'< h A}'cqh,.brtist whp;de,liberat.ely..sqt;;.! •, ■ KeatifejpinedMe gU,7.and' ■ 

to make • himsdf,. wealtbv.tdRv" fr'iearnftrf' tn tflu /Wft 



;} Keating has not beehfcjlikged. with ■ When tie reti|rned ito -Cincinnati’ 
]jny primes, but feder^./orp after ttie fWfi - 5Keatihg. -pervaded 
investigations are under jyay. . •■•'' -Uniyersity' 'of; Cincinnati''- officials^to^^^ 
I Heland- lO.associatesV'ifictuding' five allow 'hini- ihfbilaw; -schooiy-'.even... 



Meu thing|_ijnd ju4953 they fqrmpd- a , 
l^tTfijrni^i^JPhftf :ht0b;.’prbpeM':Keitv'. , 
iiig into* the^orbit-:''of-**firiancieh'.iCarl- 




Lindner..^ :Vi»ho hired the- firm tol 
represenf ' ^his; ' American 

sKwtinfe; 

tec" 3 inean>Ajii}^^^^ 

.tiv^>yi'ce\pregi^^^^ '■ 

; ypn^ dfsApi’en^^^ .Financial’s first 
i5i8‘ a.c#sitpn? .was Provident Bank 
.in, a' jh6st|la.,;takeQver ' that. Keating 
finessed'. By '. ^'ppriiding • months, . .going . 
dppi^Ttoidop.r’Bersuadihg stockholders! 
fo semtheir ^ 

H^ljfed*Ji?|other \yinpo$t 

■ pp.litipsr ,ii\ 

'Cihciniiafiv' ‘'helping- his younger 
;|?,rp^h?^■^‘iBi!h '^in'■a 'City Council ppst 
!an.d(theh'4\yp^fe'rms in Congress from 
'1970,th;6ughf>1^5>74., ' . ' ' 

: reputation, .in 

.C?fl,pi9naii:^!AC''9■^,•wiJy financier..! .vhp! 
StPked,. ’■auivh.lazing, .. .'.hatred -agaipst? 
pornography^ At the'urging of a-, priest 
;^wringf:ar^0ath6lip retreat, Keating i 
gatherfed ffiends' together ;ih' •1956 and, ^ 
established. Citizens for Decent Litera- 
ture,'>'" 

i' H^.'’hrpke!4h'ew ground “’ih^ the 

?3tif*°rhogra^^ paiuici- 


t^ify,:fabouW 4 hej'Jiafmf^ 
pornography, :|siy,hi.ch,(.‘hpV'^^^ 

^■“eimulfmg .|hi|vptiony^^^ 
‘^o^th!'ai;d''tU]^ihg h along the «a,th 
opporarcorruption and dacay/, i~ / 

’ .jap?'; 1973, celebrating ' an .anti-pprj; 
hpg'rapy/^rplipg.b the U.S, . Supreme; 


ilnited Rfetesl 'Supreme.’ Court,,* i-are 
going, to wagifa; holy,, yes) . a holy war, 
against ,thp ;inerphants' of qbsceiity. 
Frm this' dayjfbrward ' J will .not lest, 
and no. pnd‘1 connected with'.'ffI)L 
(Cijizehs for, piecent Literature) r will 
rest, untif ^.eyery pprnogfapher. ,.in. 
'Americairput of bpsip'ess, in jail;.;or 
bdih.'f 

, fKeatfhgAyibh ^ hi's father ..is 
cppvipced'-tthgt, in the' mid*.7.0s,. the 
publis|ier' ,oM pornographic magazine 
jirged it^t one of Keating’s relatives 
be;. 4 'ise)tualiy ’..assaulted. The assault 
pccprred'i“ 'anjl’ the resulting trauipa, 
ih^S^ph’-a'al^ISfcpnyin Keating .that; 
his. public\a{!tivism bore a. private^ 

1 '.■QtizertsfiWfpr. ' ,'Depent Literature! 


?hahged%fname'in; 197.3>’to- Citi^^^^ 
for.'Deeerip^''Thrpugh Law. ..Keating 
lodfc,4he''^or|ani^^^ \yith' ‘'him iff 
>i9|.6;,'iyhen';^e?^^^^ nioyedi.to .Bh^nix, 

S lyi'.t^efipan'.FinanciaPs a hng 
huijdiif^UbM.diAr.y;t'C(mtinc n 

S‘". i " ,'J ) 

itii|j^ >: said .’he.., .l.ooked. f upi^n 
vfvrizona. |wa. plage , tp, bu(W 


He bought Continental hlomes 
^km_/|^rican.Fin jiv l ft Z&.8 nd a 
^pm^!lA^mericah, Contineri^l'l^dfPj^ 
iwhiph prospered* under his direction,, .u 
?Biit, 'art: old- inistake came.;bae^/i|0| 
'•haunt htm., Jn i979, at, the -epd 
lengthy .investigation, 'the U.S.’$eojirii| 
■dies.., and:.' Pxghahge Commission Ja^ 
cused Keating and Lihdper of frandp? 
lently diverting. American Fipgncig| 
‘assets ' through - $14 million in ;'ijn<? 
proper loans to' associate^. . • 

'.>The. two signed-a'-.consent 
which they 'admitted -ho guilt ,. arid; 
Lindper , ^greed to _ pay his - owii ' 
corporation' "$'l ,4 million-.. K|^jiiig 
wopld regret - signing ' .the decr^^'^e. 
claimed’.' .that in 1981, Presideiir 
■ Re’agaii; offered .to appoint.h,int anibgs^^ 
i-.sadp'^ -■to. the ^Bahamas,. but;v&atf 
■-c'onifdver^y about ‘the- consent d^rge"; 
icau'sedrthe offer to.b'e withdra\yh;.},''i';,;." 

’■ ; -Continental Homo?, beeame. ohe.pt 

'the ie'ading .home builders in the;St,ate.l 
But Ke ating’s heart wasn’t i w - iti > r- r r '-'' 
f. ,..v,Hisj<assoc i ates said .he longed Tor 
;tne pngnenge,; exhilaration and risk of 
theV-StQck -markefj land deveiop'nteht, 
jun ^'^bbnd.s■:.^ahd , 'leyeraged 
Th f:j98|!. deregulation of the saYiVgs 
hnd;'-,lbajn '.industry,- which allowd i 
thrifts^*, ‘t'o ' leave'.'' their ' traditional' 
:home:mOftgage,.market'and enterdnto: 
th'e/''.Bigiet' .V wQrld.r of ' -Kigh-. ^ les 
ifmaflceVjgaYe'hiin.Kis.chanee,' 

( < ' 
iLii^qoIiL purchased- in,19St^bi'. ' 

f I Kegtihg. .made’ .h'is!;.m9ye^i'ip^^^ 
jWith V. $5 l'.million.' '• raised 'fromiipa: ' 
ijdhk-bohd''issueBy -lylichael.hlilhen'-bf: 
■Drexel Biifnham .Lambert, hejbought ! 
Jrvine," Calif.-based- -LincolnJ^Savings 
and.. Loan. The next year, he, sold! 
Continental Hpmes- s® he‘-.-cpuld| 

cbhdentrpd^mLincoliiKH-^^^^ \ ■ I 

, ' ■t'Wh.at-attraqted- me-*^^ 

mbiie yr On the .reputation , of American!' 

Cgnt nentalr it was'.;.Charles.- Keati,^|; 

the If an^^ -sgid. Patricia ‘'Johns0h^ji^o| 

was. recruited -b'y'K'eating at'a'pa'fty.'.tb ■ 

bethe’4nnls:public-relati,ohs-director..' 

. '..Soon- -aftOr ^.joining’ the company, 
Johnson 'got-a.taste of the.mpney. ' '. - 
‘•She'-had- daihaged.,a-.pair -cjf .s.hoes ; 
while',; gathering .^information fpr rei 
portefs'ii aftew fme destroyed -'‘'six' 
condominium^''' at .The. ' -Phoeriiciari: 
Resort in Jply'il988;.ij p ' 

-: the hext' mpfhihg,’ " Johnsoii '.recdL' 
:ledf,Reatih’gThsiSted*-p'^^^^ replaqhg hefi 
.shoes.' ^ , "V' S' V 

iing.:ashM.-'4’> i 

i » .'She' received ■the' check' ;aftef':Rbafi;| 
ing, . explained, ^ that" some .employees 
redeiY^'bi'pJhm^^ al|pwhhces.,’;’f ■ 

.. -■^Visitbrsi)iip,'-:the'’sWh ‘of. 

American' G3ntinehtel<!Cofp.,'j^755 -E;.' 
Camelbaclc^’Roao, -where'- banlts, of 
computers'mohitored finapOial'-'-fearV 

keti - .wprW Wsi' ' 
ab,onj|fhe‘|pjjearhnce-.pf' the 
' ■ >’‘‘th'elemplpyees ■all‘had''tb!.'||ye!'to 
certain,:!- whblespme -, 
Wlui^ jti'pioyee.' '‘?tfic‘' Ke'ari'n|| 


^Tri iftward! the- talent "ah’d guarantee} 
^l^}ooK;;"Keati on' 'at ?;least- ohe.| 
^asiOh',fle\v, some, female, (employ ees; 
‘in’’*#' corporate jet tp Beverly Hills,} 
'Cali.f;>.g aye.t hem , 1 , 1.000 ea gh.and tdld! 
themitdigpishopping on Rodeo -Drive, i 
.s aid ,a form er -associate' whor-wSs ort: 
.stKflmTrlS, V'd- • ■ I I’ 

h:Some'<» maleisiemp.loyees-, ''-werd rer^, 
’wajdad1>with. fjshing. trips', to King . 
‘•SalhibnA';Algska,','\5aid.' a,.:former emr„ 
. pld'yeeTiiwhQ.. .'displays,- -in. -jhis office-; 
.pictur.esi:/pf!,fish, ihe saidyhe caught- 
-there,. ' ' 

■j (Keating, demanded, loyalty,, absolute' 

an.dthmnqHep.^dh.WS*" -Jib;?®® - 

shoVed indepMd.ehbe -^yere often fired,.!, 
.'usflaliy On.a.pjiday afternoon. 

• ' In fac.t|Tirihgjjebple '.became a fite.r 
'of -pa||,|ge,f;f;qr^Rromising, Americani 
-.0 iritiheptA}- executives. , j. 

: dfder-'jtd someone, ' esf e-]. 

.cially’ 'a'‘.wbipam , blit .bfj the min sr" 
leagues, ■■•“’when. ' -they • ha!v,e just be^nl' 
«.prp,mdtedj,’;we .‘let them' fire some- 


semih,ah'l|sf.ye.af-;,,. ; •' ’• , ' ■■ ’v 

Employees: rcyYj^rded] ■• , 

■ ‘ Thosb'^.wKo phffprm^ .as expected’ 
were paid handsomiely.. 

“.Charlie, put. his. people, in golden, 
h^d. 9 ^f|s,’j’- said a,fprmer,employeej ‘ , 
,:;^eating. paid .himself ap. estimated^, 
$^^;ni'nii'(jn;h-ye^;.m salary; stocks and- 

,bQnuSes.!j;,j,-j,.;. 

',;,Sj,x ^ 'ContmehfalV top^, 

executivgiiwere R’eatihg* relatives; and . 
a.;£iiimbef,‘bf other Relatives, includipg^ 


an;’ Ameficah’.' Continental; vice p.resj-j^i 
dent, 'abkriowledged that.'Lis father;_ 
stitclj'ed-his business, and family .into a^ 
single^gfi|fabri|^, 

. In^.yigorpus .-hursts'^ his^; 

faniily^an'd many, of his'’'employeea,. 
share -/tos; .victories -’and': '-loathe 'his [ 
eneihi&iVi>tm'’-'i['''.f,'.’.' /'j 'h- 
BJnh.a-jMarch' 'me'mo' to •empipyees,'.*; 
spnrintlawjRobeftHubbard, an Amer-’'.' 
.icari •. .’tbrftinental vice ' president,,-. 
warn'ed^Kem.’tp/.beware df reporters’.;, 
“insane. '■ques,t‘-,.tb...dekroy; ACC or- 
CI^!|;;and.'jsaid'an>)“.out-of-contrd^^ 
newspaper can be- cruel, in its disr :,•»( 
gam of*a,person’s rights,” - ■ 

; LL se^CHApipS,’ oagfAji: 
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'JUM-J 


Victims of 



are le^- 
W wings 

'* DaviiJ .Yqrk isn’.t interested in. !th< 


/iSavifJgs'and^I^^ . , 

^^i;i;AlirYofkv^ is the $130,Qf)6^JiV 
i claijns ^iiejyis dvyedifor makihgri’jhe 
•Yttenis^jqiJd.'liartdrails for’ Kewirig’s! 
?260. million. Phoenician Resort. '"The 
.money coul4 niean the difference, 
'betw^n{:;sjijrYivali and extinctioh, ifor 
York Me{^ .Fabricators, his 25-yfar*! 

• . ‘ ^ ' I 

■j:/\inerican Continertiaj ' 
J5.0f|>^'Si)^a|lure will touch the llfq • 
of yi.rtually every person ip the . 

I* ■ Vnited'^States. Most are af* 
i»-;fected' :§lightly. Thousands of . 

■•. victinis, fhpygh, are suffering 
;,from.:the-|6ss of their Saving^ 
■''theifjphs'flr reputation. These 
are- some;, of their stories, iby ■ 
Mdrre.ll.-of , J/je Arizona ' 
Republic. ‘ 


-i^S^X^X*M“siness'inOklahomalaty^^ 
” York saidX ' ..'I 
f f Pm §pil)rised we’ve hung on this; 

:’1?:;Y*ic(f^i'd.-;thaJ once again, there 
^:j/HllVh4;iaQ^-0nstmaS’- bonuses foi| his 
;?^ 9 .#J^ns'emplpyeM this?year. X ’ • ! 
f 'ar, 'creditor, York, became ?a' 
*fvictim"';'^Jjen‘:’Liqcoln’s parent com-;- 
«(.R?ny,.‘A|!jp,i?pan ; Continental,; Coi»;,i 
jsimd.;.'Ji;t*j{>|n(!djn s.ubsrdiari,es filed| for' 
hiprotaotjonifrom creditors under Chfc 
; fac. .y .pf the U.S.-^Bankruptcy Coee' 
’nl'ilVTJiat was one day before 
ffeden rthnft regulators seized yncoln, 
kanditsiSS'billion in assets. ^ J 


fc 


York and .other creditors how havel 
;to ^It 'fof'the Bankrupt py Court to: 
Tesolve'the-m^er.. .,,V * .( 

He and thousands of others- 'havie- 
beensyipfjiih!^ by the thrift’s fa|lurei‘ 
because pf the loss of investments,; 
jobX* '■'equity, or just professional 
rep!atatipn,'J.‘' i . . 

Qtizfcn^' t^nfidence in govemmentj 
and certain elected oftlcials has i>een| 


iV' 


* AH^iia-f^^nbmy 

by. the -rejiercussibns of American 
‘Con$nentaP.s failure;- 
i < Eyejy,.,y«Sjij|xpayer is, victimized, 
because’ f(':fiihmateiy' w wst each 

one'''ajjduf ^$20' to cover, ipinpplnfs 

federally- ihsnred losses, ' 

■ • Spme.vidtinis may'^recover sotne of 
, their 7.osse%/ through lawsuits, but 
nearly, every- .one of them will lose] 
financially or psychologically:. ; 
TAXPAYERS ' »'y-'.i.j:v4'v 

The .natiojn’s ' 100 million' taxpayers 
make -pp/jthe largest group of victims: 
in thefail. of Heating’s empire^.,.;:*-..!',..’': 

- .Lii icqln’s. Joss, estimate ati$2>b)).' 
•liOn, is 'potentially, the- largest .iinme 

■f- iv««“-T4 SwCREOrrOBS, page am, 
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— CR^PITORS, from. page A,1 
bdiluuijWi the nationwide; S&L deba-.*'‘ 

iPle.- • ■ . . . . , ' ' • i'wi 

■ .The’ bailout is expect^jJ. to' cost' 
;$1.6Q billion, more than-the $140.6 bil- ■ 

' lion '.spent by the United States to. r-v 
fij&httfe Vieth'am 'War. 

■-‘The S&L bailout) which. >vas in 
many --ways the biggest consumer , 
.rip’-off-ih American history," was' made 
necessary because of the activities of V* 

. alleged .swindlers like Mr. Keating,” . 
said Michael Wal.dman, director of 
Public 'Citizens Congress Watch of 
Washihj^on, D.C., a consumer-advo- •*' 
cacy' ofg injzation founded by Ralph ■ 
Nadei'.'j . ■ ' . . . ' , 

, ‘Ke^tjrjg attorneys have refused to / 
answer:questions about the case.' ' 

BONp INVESTORS 
^ , ^Vnt investors as the hardest-hit , 
individuals in the collapse, especially • 
the 23,000 people who invested, more ; •, 
^'an $230 million in American Conti- S '- 
: nentaTs unsecured junk bonds. More i ' 

, than • “540 ’ of those investors .are V 
; Arizona residents. • 

'./ Bondholders claim, they ;\vere . duped 


AGESOFAMERIdAN ^ 

"BQmHpLQElIt 

:Tr9m4;.10Qintervfew?vyith i'S , 

, .bondjiplders.by investofs' atto^s., ‘ 
Oa average, .each bondholder •' 

■invest^ $19,000, • .v-- 





. '$2,7 billion, by American, Continental 
I'f . and '^ll.tincQln subsidiaries. For now, 
'thQse. creditors must wait.'B>iukjth^ 

. 'Banl^niptcy Qjurt oversees the conr-)" 
pani^^^edrgMis^ation.■, 

’ lT?n/'pf tbe. 1‘1 LiriMlri .'u^il^‘ now;’* 
.. ujfider government' control c^'cover ' 
their 'debts,,', but. .it’ll be a long time 
;;r,b;eforecr^it^is^et,an^ . ..i 

American'* 'Continental ‘ creditors;’.'| 


arileVetf bleaker; outlook, -because 
*^^the • •Jcpihpanjf’' has “ $210 niillion ' in 

‘ assef' ' 

•j 


The, Arizona .Republlo 

j r • '-'I .j ' ■■ 

'Federal: Securities and ..Ettehange 


Sssefs.against debts pf $388 ‘million. 

'I The owner pf ft-sihall pool-supply 
s^re. in Phoppix ^ho is owed;$14,000 . 
^ by American' Cpnfindntal and who 
; ; d|dn*t want .hii p^e ’^published' said' 
h^'hps had'tpfeht hi,s iponthly income' 

•• ' ip''.;half .Sinca's'^p' bank-,.', 
•rupteyTtlingl'-; ••-!.> : ’• ;• 

. BiONDSALii$PEpp^E ■ ' . . ) 

^Even theJ; 'Amei;icprt, Continental 
and .LincoInf;SaYings, and.^Ijoantem- 
ployees who^spld the npw-wprtliless 
American G^ntinentallbonds: consider 
themselves, victims. •'i 
• -i Many, believed so much .in what' 
theyiwere ,seyip^;that''they invested or 
persuad^. fahiily members to invest 


! iiicy are among ine investors wno say ' - 

they were given a misleading financial ’ 

picture bf American Continental and' * 3 n 9 .“ho^ntx 

oV.^ • • ..ftnmmnn'ftnnt 


company’s 


.are.suing the company in California "COinnton;8hares optst^dingi Based on- ' 
, and Arizona. those humbers,;that insider group saw; 

s The',.bpndholders)'.'as''a':group, have’ " holdings '.drop tp^ $695,000. 

coh(^d^, that government’ officials $97.3 million. • ' . ' . ■ ; 

.were aiyare pf American Continental’s A. stockbroker, who asked n'ot'tp be 
poor! financial condition but failed to • ’’'identified;, .said* he 'fecommend.ed"' 



that;they have now lost, accofding to 
\a[suiivey.by Lincplnls.cUrren^^ 

,-me'ht.'’ 

.qipiR EMPLOYEES 
I'At. - lea8t!H;259,': ;of . .abQPt . 2,500 . 
Almeriipan Cpntlpehtalie’w were. . 
ikid offjhis'vear as the firm sought ito 
'flnjjin'g that 
Keating is 


, federally insured; . 

- ■'Lea.K Kane,‘an' organizer- of bond 
.holders' in Laguna Hjlls, Calif., salt 
the Strips of losing their lifels savings 
has 'caused some older ipvesfors to 


“Everything’s been construedi as'jfi. 



, . -y-v , 'fayested' hadEe 8^,a 4e'bcgati:(bai«&eM^^ ’ 

•suirpr peart attacks, headaches and picture, of Lincoln . and- American, 't“they.'^id?tn.ey;'werm^^ 

'^ntinental. He blames. American in getting' ihvolv^ in.itee controv^^^^ 

. +•' -' i,' “'7 ’ ' . Continental, :and its acpountSpte -for ' (sbrroundihg’;Reaiing),’’ said Patrim 
. Ato^ican Continent al’s 1,2^ 1 duping investors.' ' > f ' • • Jphnson,.‘i^fa' i2-yeSr- Veteran of ttie 

.. stpckho ders have seep the value of .' CREDITORS - i v, j -nublic-rfll atibns .hiisinesL Her inh vJas 
cents from $7 .in. , More^-than :25,000 businesses 'and-'.'<'<eliminated;in "April., '■.'..■f 
Februaiy. ..individuals'' are owed more- ' than''>''. -v .Employee. of Lincoln Savings said- 



% 





Taiyo staiids tO'lose money it gave 
Keating’s companies f o» - a ; 60 u p ercent 
interi?si)n,, jhe,iCi;q8sin^, a rwidential 
■ ianii ?qommerpi^ 'pitoject ip ' Mesa. 

Tpiyo . iuit against , American 
,: Coniin^jai'jaridf:ofters in.'early 1989 
iniy;S; iCiisOTC^, Court in Lok Angdes. 
Tlif'><banii^p^'' action' put the 
la^uifand project dn. hold.. ' 

ARIZONAECONOMY / 

' '^^,■'.Americail'■ Continental’s "downfall’ 
*''ranH8'-am'ohg''thq biggest single fman; 
’.;’^'^id*dispsterS;ip/^2»^ *, • 

V/Thp, ayal^ch^ of publicity nation- 
".. .wide about; Keating’s woes, has ftr- 
; theredi the image thpt Phoenix 'is in an 
: • icconomic. downturn, said Elliott P )1- 
• ilack,;'chaim)w of. Pollack/Ram^ 

. • i'Cos. of Phoenix,, a real-estate develop- 
! >mentand;ecbpomic.consultant. 

■ Reai-Mtatd experts, say added nega- 
f; .^jyo,ppt)l.icity .could=,scare off investors' 
:|pd'd^pen‘bpsiness opportunities. ' 

' .f;;-'0,tijOi!U‘^zona .developers have ' 

, ^ ^ , h^p.buraed='in" the real-estate crash 

Charles Krejcsi/The Arizona Republfe -that .follQVyi^., ' the frenzy, of land 



raunity. developer, 

- 'Lincoln was certainly one of the 
"■‘r .nlayerc that pushed prices way 

m Jbpth- states and. the/ Phoenician; .'Muiphy said, the'-’dispute/with.'K^ib-. 

Reio^.in:,Scottsdale, ,v .'i? - - | =4i5ghas',hurt' busings. mm -I ^ . 

• ■ Government managers iired some? ^'‘Murphy smd his hrm 'was-i^j%ti|d . managers control 

.O»p|pjree5.0aiptavel5flor for tvio projccB totaling $50*llta. 

‘ ' 'Ty the downtp 

'^d prolong! 

jBV^D|^S ASSOCIATiEIS p .^ithiithe -fedeinligoyiM^.eht ,now’. 



jciati [Resort opened, Keating stopped 
'PWi tg'th,e huilder of his lavish-resort, 
;l^e< ^thyW^terh Copstructor&Inc. 


\jr i t. a , -. Enterprises Iiic. 

Murphy hopes,- to .negQtwtei.pn-out-pf! . ■ chamxKS 
' ^urt settIement;With the government, ' = • ■ - 

-'4- 'A Japanese’company ip. partnership 


■' Keatipg, tjhrough' AmericanConti- 
• •rJ'T*' — r — -t-. t-j*-—*— -t- .pehtal, .cpritiibut^ heavily to chart- 
Amencaih. Continent/ believes , ties. Ffbnil9'84.to 1986, the company 
and..OYer-|.,- toe company -chep^ .|ti;Outsof more gave more toan.$6 million to charities 
V • ; . .V- ; : ' - ■■ • i .than $10.mjll|on, aecordjni to Doug-. ., ip the Phoenix area md worldwide, 
las Brown,* a, iLosr.Aneeles attornew ipclpdihg Mother Teresa’s- Missiop- 

ari.M of'Charity, . •< 
i ' American- Contipentars crash has 

• u' » «■ Y-' a* Si.' "'"’■'’TT ‘dH tHdt« 

-'“^Gefald-Mu.rphyj :president-of'Mc-‘^-' '"took over money- and. -then-'basicany*'-'''^.’"* 




•r^^TlHQ, /rampage A^4 ' j^hefty Vconlributions ■ h§9^».si|hakeh. 1987 to 

^ 4- « 


^ptril}u^.any-1onger,Ji ', , v - ■ ' KealihfcSj? faniily or associates. • 

, H^lj^- lo^s ; of; tI,’0,:;^lOO,QOO ‘\Vi(hcn:fe^rtiHbuipre pan .win 

. ^9?3•:,^^nt4lf^^■^^-^t .•:tnofe;/.fliflicult'^:t6^-^f™^» a ,i};o|ft^.'^^ Pff^^^ damages the 

^nbipi;';both bf,Arjii»n^';gnd ' i .- ’’ 

.*. ’^ ®“'‘#.^crai? r Alfili Ctaiistoij pf^:i^HrDriii^f ’ i'ITh0;#Ja^onships;;^1jet^een^ 
.TPun®ngwc;U.S..senal 9 ^^^ wentii.^jQhn=. Glebn' of nOhio- aidfHOohalai'; 'and'th&^ators.bi^li|bt'the ni ed for 
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differ V- 
f fictions tO j 
lifiQal crisis ‘ 


^ " ■■ 

By:A.hne Q-Hpy and Sam Stanton - . 

• RepubliCjjWashlpj^on Bureau 

— The approach 
lawyer, is 

' 'JudIc^al^’A 1 ^s' 6 ^rer' precisely the ques- ' 

• tions but volunteer little else, 
t ; Tpe rMponse of Sen. John McQin, 
::a d^ra^ Navy pilot, is to attack as 
■.If. It, were q combat exercise; Wi4| 
battle position' under constant review, 
vigpypii^ly :and. Iqudly launch offen- 
sives'op .,^11 fronts,.'. , ' r • 

; We .sjrfttegigs of the two Arizona 
senaj^rs tp ithe Charles. H . Kiting Jr. 

' ..,®hd Xin(?Qln . Sayings and Loan- Aaeoci- i 
. Mion scandakshpw stylistic differmces ! 

, ; petween thevtiyp)ahd their contrasting ] 
f .:Ppl.itM;a 8 pir^ipns.' ■ ■ 

. / put, the- approaches also •reflect the ' 
serjpqsness of'.die.'^ enveloping 
'./the '^tPra ,!ahd three, otherl c 6 y 
, l^guM,; ;A:lap,'^ahstpn of 'Califorhia,/? 

• ' of Michigan!' aiid .. 

.■?ohhx^Jenn. of 'Qhio. The senators 
■ IhU'Se^lroihe known as' the 

X K«|tjng-Fiv|^^^^^ ■ ■ ■ 4 ; 

;Mp^h.Reld,;a California ppllstef,,, 

. said:tjie.Keating!affair is unlike recent' 
national; scandals’^ip that it does not 
; just. invplve,,an.t impersonal federal <■ 
bureaucracy ahd^he “usual transgres-. 
sions” of facelessipublic officials, ■ 

Viilains.smd .Victims ' 

• ' . tli% scandal has^ identify 

. -awe ■‘viUaihs^jsfah influence peddler 
(Keating), apd tjipse he, tried to buy 
(the-;,%ehatp'rs);.fj.X^^^ reaWjfei 
victimjJ,;^o:, UjSi .tppayersrand about 

- 23,PQ0impstly. 'elderly investors- whose 
Amerit^x Con^e^^ -Cbrp.. bonds; 

' filed' 

I , ibr-, i-pha|)Cer^|.iJ|,i,,^^^^ from': 

' w^ltPi^'-^ a’rid.ep^ U,S. Banl^uptcy- 

- “pnce in elected official has tp 

start, explaining, his acts in a defensive 
way,Jhe’s,m»tmuble,:‘'FieId said. .. „ 


Norman Ornstein. .a politicaf .aha*'^ 
lyst with The ■ American /Frttarprise.' 


assess thp lpngrterm;politicaldamageP,| 
Ornstein'’ al?p said, partisan ,pplitics'':| 
could _ makp matters J;ivprgsi)i ,fp;4| 
McCain, the-' piijy Republican r jn the.J 
group; e' saidiPemocrats are diheM'/; 
,to work.to counter McCaih’sefforts.-ffi’^* 
jdistance. himself;, X : ^ \ 

“The political dyhamics. are sich^l 
that PeihocratsVemPtrgpull^^ 


this to -^^ihdye.'tp^the- Keating ■'Eopr.'t^ 
■Ornstein.said!! M, :jf. .si v 
; McCgjn,'-5|l^-'tf^fated-mvJ^1^ 
‘who wsis a; prisoner of war in North..- 

»r* . « • 'X-v " a '".f- 


Ctfenstbh, -A Rfegl.e, .laiid , Glpnn ‘/phjy- 1 
redently /have • even ; -begyn 'speaking 

Opinion ppUs ■ 'ij 

’ McCain; in Hia'fi.rst. Senate ;term''| 
after two -tenhs. in ' 'the' ‘Hou^, i 
assembled former and current staffers 
in a meeting to review his efforts in , 
Keating’s behalf, and McCain said he , 
plans to .conduct public-opinion' polia! 
to assess the damage. • , ' 

At the ,, outset, :he^ attempted to”' 
extricate himself, from the,:affair by'C 
holding a full-blown news conference^ < 
in Phoenix. ' - n 

But McCain „dpmped this .strategy, 
within days after it became apparent ■ 
that an investigation launched by the 
Hous ! Banking Committee would put 
the ni itionai spotlight on. the issue and j. 
that the’ “attention cou ljl noL he 
contaned.'* ■ 

;McCainij4hen, , emhark^;.,^on. Jan;. 
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bw«J^ h.» he'^d'iirnito;^ • 1SgSJ ;^^ 

|<^yn*ig the second of two controversial *' But DeCVinoinv lSt» ' Ri<»*ii^^^^^ ' tight-lipped that he 

fepril 1987 meetings ThaUe wS ' hot face^SSS Oiir.#I detmls , in ; his oriciaj' 

^ special favors done for kSS Senate Ethics Com-; 

:*ilh W he hid been Mb* 1 fe -toMne into tSei, 

»P«tov.nye.to., ,; . ; iS 

pPP is.^Watching,; , .*■ terni -.hecause •Ili^1^'i!fforfiL RWte»* 

[t||fhe national Republican Party, 
fflihdfol that jf McCain could distance 
from thq 'affair .it would 
•aupther . O^ocfatic' -ethics 



t‘If anypno were ur in ’ 90 , they 

...ij t.. ., buJjgfg. 

senator -who'- 

t^raminti ■" was. me' first AmeiUcan 

Vr^nstop. . . . . A - "S astronaut .fo- orbit.'the Earth Tha'S 

'lie black for him,”. ... adopted Kthd McCain “American 

ne saia. . , , Hero” approach: “My honor is vital 

for^O v?a« ^ ^ betray the trust 

voters haveplnc^m me.”^. ' “ 

untofim' V, R»lvoto,; chairman of the Ohio 

“Without nnri *u T* ' i Parly, ^aid Glenn waited 

' V Lincoln, to comment untij he had gathered the 

22fh2Sri^;!“ rr» >>«1, ■»«» It-<»ae«if«ntll.hllNoV«.te- 

.rugged battle for Cranston because of / that he met with Ohio reporters td 

” * explain'his role '. 

Even though he^bas grgntfd §Qip^.* • Ruvolo sgid' the main coal of anv‘ 
interwews , it is the kind'rpf'thihg j politician caught up'in a srandal suc^' 
that is going fo be very .,;b 9 i(| uo:^ as the Keating affa^^^ 
extneate from since he faces- a series! - behind him ns quickly as^ possille in 


together hjs past and 
ai^^nfl .staff to ix>mb through ap- 
poihtmentbopksand telephone Ipgs'to 

bolster his claim that he often, has 
gone to bat for constituents, even 
those who contributed generously to 
'past campaigns. . . . » . 

i He has been Visible to his Arizona 
,-constituents, making numerous ap- 
pearances each weekend, but' he* has 
avoided the . national news .media. He 
has answered precisely the questions 
pos^ about his role, but. has offered 
to say little else. ' 

PeQoncini-recall bid * ' ’ . ‘ v««* smee ne laces- a series ; behind him as quickly as'possii 

I, Evin before the scandal,' "DeCon- CalifStnd W^hinS stem m^ia average:, , 

pini’s [popularity was suffering as a Riecle^TST^SSt n„„t s to avoid kt all 


‘THE KEATING FIVE’ 



Son. John McCain, 
R-Ariz./ ; 

' Next election; 
1992 , ; 

* Attended both 
. April 1987 
meetings. Received 
$112,000 in ; 
campaign money; 
Onetime friend of 
•Keating. Took trips , 
to Bahamas with 
Keating, Wife and 
father-in-law ' ; 
invested in Keating 
shopping center in 
Phoenix. That 
$359,000 : ■ 

investment could be 
threatened by , 
government’s « 

$1.1 billion lawsuit ' 
against Keating." . 


Sen. Alan <. 
Cranston,. 
p-Callf./ , > 

Next election: 
1992 

Attended first 


'April 1987 meeting 
but only made brief 
appearance at 
. second. Accepted 
$39,000 in direct- 
j contributions, plus . 

. ,$850,000.fpr 
. affiliated . 
voter-registration 
groups. Continued I 
trying to help 
' Keating until April, 


Sen. Donald 
Riegle, D-Mich. / 

.'Next election: , • 
r. ■'•i^l9?4'> ■ 

■ ' ’ Met with officials 
5t ' I', from Keating’s, / 
Bting-' ’ American ’ - ' 

jrief Continental Corp; in 
• ■ February 1987, >< 
:ed ■*. .‘then met with • • ‘'• 
Bct- ;■ 'nation’s top thrift 
(lus . . regglator,, Edwin ' ' 

: Grayj;tP suggest' * 
meeting with other 
>n . senators. Attended 
led ;/ onlj’second-April ' 

.. ,1987 meeting; 

•ril, Toured American ' 

‘ ■^Continental.* , • 
'^-Tproperties in • ■ 

' • . Arizona. Received 
- ’"’ $ 66,9001501 V'-. 

' ’ returned if. Blames 
DeConcini and . ‘ 

. Mcfiaiftlsr '' 


Sen. John Glenn, 
vD-OhIo/ ; ’ 

' V Next election: ’ 

' ^992 

s Attended both 

;:4Aprill987 , 

• meetings. To jd ■ 
n ’.regulators to \ 
v: charge: pncoInV'or 
■ get off their baps.” 
.Accepted $34,000 
'■indirect* 

* ^ ' contributions, and 
: '■ ‘$200,000 for ' 

I 'political-action 
' *' 'Committees. • ■ 







(}r‘2:c2ie paQ' 3 . rsairs^? or 
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(Mount Clippin g }n Space 3eiow) 

F^er and son 


Some of our readers may have tjeen 
confused when Sen. Alan Cranston 
pfiarged. on, Wednesday that FBI offi- 
cials were attempting to smear his son, 
'l^m. After all, it certainly looked as if 
; ah FBI investigation into voter regis- 
jtEation groups, including one rup by 
•Kim Cranston, was really aimed at the 
senior Cranston, who had solicited 
,$850,000 for the groups from Charles 
.ideating, owner of the failed Lincoln 
'&vings & Loan. 

r^'feut then, this is the same California 
Senator who contends that he helped 
'Keating, an Arizona resident, because 
■thaVbig-time contributor was one of 
Jus constituents. Absentee voting 
Ifiiasn’t'gone that far, at least yet. ; .• 

'.ox.We'dah’t help detecting a certain 
amount of posturing in Cranston’s | 
'lOutrage. ATTer all, even if yotere don’t . 

m. ' r I 


— anTFBI 

find him credible when he defends 
himself, they might lend him some 
sympathy when it comes to the cle- 
fense of someone else, especially ar 

son. , 

■ But Kim Cranston, currently an 
aide to Lt. Gov. Leo McCarthy, is not 
exactly an innocent hirnself. He was 
enough of a political animal to orga- 
nize the Center for Participation in 
Democracy, for which his dad sohcit- ; 
ed $400,000 from Keating in 1988. 
That organization now is suspected of 
refusing to enroll non-Democrats in its 
voter registration drives, thus viol^ing 
’the rules of its tax-exempt status. If the 
younger Cranston gets in trouble over j 
this, it won’t be because he was jiwt 
trying to help his fellow man. It will be 
because he was working for the Dem(> 
cratic Party and, of course, dear old 

^)ad. ... ^ ... ..I,.... ... > . . • 
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mCprobi^ 
Keating ^Ulkal 
contributions 

ByUBRYMARGASAK " 

Press. 

WASHiNOTpN -7 The, Federal 
Election CommissiOh said Thurs- 
day it isjnveslMting ;pUUti.ci?il ctin- 
tributioUs by Cnafles Kfeatihg 
Jr,, -the principal figure in the n^- 
. lion’s laiies^savlngs.ahdvloan ft 
urp, who arranged for million 
iri;d 6 hations-t 6 go to the campaigns - 

ahd'caus?s of fiyo sen^tcfrs. 

; tKfe inves.iigati.bh ftitla^^ 

cusibgoh coniribUliohSiby ^9ting, 

his iathily memb^tis apd‘ corpbt^e 
associates.toSen',,36hh'McOainVp 
Ariz„= who requestedthepYobe* the 
■■ FEC'said,. 

. But the ihvb 9 iigat'idh'’'dpU^^ 

■ spread to fouf 'I^tftpci^tjcl’senat^ 

'■who -r- along with .McCain 7 -^ 

;• tervened with banking r^uftt'brs 

■ on Keating’s behalf if the .‘FeC jegis i 
' that ’Uhere are other prob^ms Plfj 

other violations tindCf thb Eqderalj 
Election Campaign Act,” conjihis- 
siori spokesman 3 cotl Mojtlfey/^id- 
The ineetings with rbgulatpftbe-^ 
gah in 1-987 when Keating’k tin* 
coin Savings and j^an yi'gS'bdUap^ 

' . The Senate ethics comntiiftf'CUt;'f 
rently is-cbndiicting a ftct#hd?n.g 
ipqiiiry. into ihe caScj whiphvhaa 
; enofmous political qbhseqhenijq^ 
for McCain, arising GOP staf, apd' 
for the Democrats: Majority Whip 

AlanCrahstbnofCalifprhiavBank- 

• ing Conimittee Chairman Dopald 
W. RiegleJnorMichigan, Gpverh^ 
mental Affairs' Contmitiee Chair- 
nian.,jo.hn' Olenh of Ohioand .Deh; 
■nis .DeCbncini of Arizona. All deny 
wrongdoing, — ■ 
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REPUBLIC 


By .Jerry Kammer 

•pflArimnsi Republic , , , , ^ 

Attorneys • for Lincoln Savings andC 
serious concerns as early as, 1986 abpjit -the way th'e’ 
thrift; was lending its inoi)ey ahd-’Tound -tiiat .it','.!. . 
engaged in .unsafe apd unsound' practicesj.?* ‘according' 
to a memorandum' filed late Wednesday) in' 
■BankniptcyCourt ill Phoenix. < ' i -Wl . V- 
; analys^ '‘prepared by Lincolnisi.' Attorneys' 

, docuipent a consistent pattern of-unsafe apd-unsound 
jTOmmercial lending” at the thrift, aocoj-dihg tp .the’i 
Imemo, filed' ' 'Ijy. ■ .attorneys repr^pntfng ‘/'federaj; 
.regulators.' v . ; ; ' V'-'jr;.'' ..i/v, 

j The memo’ is likely to, beeome a.’key 'e)thibit in '8' 
iwparate hearing that' begins today ip. 'District 
[Court in Washington, D.C .Iii the hearing, ■^inpoln.’s- 
Aiberican Continents i is 
jchallei)ging the government’s seizure of thahrift. . i ' ■ 
I- Anjericaii . Continental is arguing ‘befpre . u;s. 
jpistrict J^ndge .Stanley Sporkin . that.;|th'e>f^^^^ 
tekeover- iji April was "arbitrary, ...^j)riciohs,‘;ahd,‘ ; 
the^fore, unlawful," ■„ , . •/ ' 

• 'Thrift regulators are expected pidiht .tb.v thd^ ' 
Warhings from Lincoln’s Hew.^Yp^k law.;firk^^ 
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jr LIMjCOLN, from page ^ 7 - ‘ „ j V ■ 

;%hol*, Ficrman, Hays k J?andler[.ijo 
;suppoi||l tjic government’s ponientioji 
|ll)at liie.' thrift’ was being 'operated • 
jiniproperly.’ ’ ‘ r 

I '•The regylators’ memorandupi^usi^v 
;tlie law firm’s analysis of < 'Lincoln 
[loans to support their argument to ’ 
[IJ.S. District Judge Richard'Hilby that - 
|American Continental, is dissipating 
•^Is cash in court battles designed to . 
[protect executives of Amcrican'Conti- 
[hontal rather than its creditors. 

[ .‘American Continental filed. .April ’ 
13 for protection from creditors under 
Chapter 11 of the federal bankntplcy 
'code. Regulators seized Lincoln the 
next day. • . • - ' ■ [ ' ' 

I ,^The federal Rcsolution^^rusf C^rp:,‘ 
.wbiSj) opcratcs.’Lincoln,' i'^ Atnerican. 
CbnIinental’S ' principal * creditor^ 
PanMruptcy Court proce^in'gsVpre ■ 
inicinlcd to protect creditors/ [ ,! •. 
r [The memo arjgues that’ American' 
Continental’s' challenge' ,of,;thc fedefaf ' 
takeover ' 'is “frivolous” ' 'because'’ the 
company’s. 1‘liiigatibn 'postp.rc jajron- • 
tr|idicted” by its attorneys. ^ • 

V iThc:, memo contends, that -dpeu- 
pients prepared by the Mew York Prm 
?^^®'y«^hc!‘c-can.be no doubl’’ithatthe 
firm warned Lincoln’s m.anageme|)t . 
about its loan underwriting^ ' ' 

•j ^Fed^l. regulations, require thrifts : 
io[ congpet' careful undcrr^nling. pr „ 




ensuring that;a borfpwct; Xs’sp.lgopd 
■.credit riskv y, 

' . AttorneysTop the,ResOlutioh..t^^^ 
Corp. refused. to. icqmmenti..'W^nes«.''' 
day;"Put[. thcirr..*ipeinpraiidum;-'. said: 
Lincohi’s NewYork.’jaW’firm.'d^ 
thesafety and souiydhessbfir • 

• A $30' million uhVecurcd'lpah'tb 






Tucson-based R. A. Hqnies. . 

• TTie-refinancin'g*o|'a^^^ 
lion' in' loans 40 ' 

Conley Wolfs^ih^cl'^; 

• A $5Q:.millf6ij^,;iOab'.'ibado.’j|6.^ 

unidentified bqrfowqij' ^|;(o, lac^rdjng 
to the [fii-mV _’'hp;. ■^l,,.“rii^^^ 
financial ,sUiteipcnt,,.shqivj^ .$,l.U)..jn 
assets.. ; . [ ' i; i ■ -.ji; 

.. In a ll;,|'.billion; ciyij.fracketccring' 
suit .filed .in;, Septetiibcf. .against Kcat-, 
ing- and several, associates,; regulators; 
.called the R..AV‘Hdmcs ahd Wdfswin-' 
Rel loans •■“riiam 'transaplionsy that' 
were part pf a .pattern^ o,f ft-md; at' 
Lincoln, - 

pie Angola k'epijbjiq. qn^ 
described $50 mi)I;op 111 , loans* fronj, 
Lincoln to lR.A,'''HQiiies," \Yh yied' 
prcsidcn| . is; I^pn .tyho . run Ihq 
1988 rc-clcctibn. pamp^^^ of 5ciV; . 
Dchjiis DeCohein^'^riz.;),'’ , . - ' J/ 

DeConpini,iias gqifie .under fire.'lbr ■ 
ihtcrveningv.yyith’ i;ejderai 
behalf of Lincplnriri AprU 1987^ p.\»» n - 
weeks beXorejRjA/.Hphics receiyedlhp.| 
$30 Qiiljisii iganlirfQmiiiHcp)n.,i!2;^^ 



ENCINd, Wljen 

1 parkier? , fofRISd .|fb.^nH;ji.er^-;sey^^ 


; ’'"That* : .\v^j;ybef6re%. :, 

Sayings ;and? Loai),^" Association* 'Wasjpurc^^s^^ 
■Phgenix enircprei)eui:^eiiafjes If KeatinStjp/M^^ 

, forced iijito#^ra|.i^^iY^ < 

.** **Ohvfrt11slvl‘lf*f5'.Tinf I fl VAr:i>. aAnrl' 


vLincoIn %ings;^nd toh;',.; 


» * j.i ^ ,‘5^- ij '* 


!! j: 

another Lincoln 

.'f' — ', ; / v-’/‘.'; •. .vr--, .. 

rjANOTHEB, from page A) ".■ . .. institution, 'ivas'banicrapt switbH^ 

’P«sA!’e the same. .' . < . , , ^He- ;S?M . 

[ /I At ^ 


newspaper carried' tjie headline, 
(ideating and cronies to ’be investi" 
^ajed by the FIJI.” ^ : 

\nolhcr lime, his daughter came 
hone from school to inform him that 
^®y-and-so’s grandfather is suing 
j;ou,” he said.' 


,• fi 'Tvw'MM ^ ^vv 'owipiiara^'av ,m 

said, Jerry-, Fihdfey^bl-^Br^j Calif., 

author of r/;e .f/W/ey J?epo/y^ a 

trade publication , that rates bank 
stock. • ,‘‘,. /; . ,,v -, 

Findley described Lincoln Natfcnal ' 
as “airexccJlenVjpstiiutibn** butlsaid .’ 
the Lincoln Savings collapse has&eeni 

eivitm John Kcatinn ‘.‘fifs »* ‘ • .. • 


;. i<| . ■ uk; uiHxiiii savings coiiap 

«o one issuing gjving Jphn,]fCc^|Jn^ t'fits.” , .. 

',„ '., . . ' John saidl'herwen^ 

KcaUng and“'^l ilfrohf : 
i;? -Mg and Lincoln Savings and a third vKeatingrJiDetroil 

’^bnn^’ I** ^ Ibe.niore than Agency Isx^ulivot^Willwrai Kiting 

^,000 people who purchased now- brother of Charl^’ ahd' "co-defeftdan^ 
WQi thless junk bonds from the failed M,ifi, o",..;.;:!' ,„..:4 v 

thrift. 

/ |‘For a Avhile, I figured it’s better to 
dp. nothing,” John Keating . said. “I 
thought they would close it (Lineoln’ 

Sayings), and that would be that. 1 
Ipiew-I.had a big.problcni'whcn.’l read, 
tMt efive (U.S.) senators 'vere jn- 

vp .v^. Then J kneWj.peoplb \ypuld. be . cnangenis-name, too;', i '- ?• • .'■•'i. 'i 

niakip.pphtiealhay;put:'oeH^ 

»«mu . ’ V hapless dictaior , in the Woody Allen 

. , Now we arc seriously considering ' film Bananas. '• ■ . ‘ • > ' 

NfliKii.M? b^caus,' (Ills whole thing 'ishizjn^", 

National Bank lost a - deal Monday he said.. ‘‘If you' can’t- laugh'at i^^ 

becapse the borrowere , thought the; can’t do anything.”' , ' I' 


with hitnfin a ciyil -suit brought by., 
fcdcrarregujatorsi' ' . » • ■ * ' 

, ‘‘It’s following, me. from town to,, 
town,” JOhn. KOating -lamented. ' ■ ' . 

' . The Lhirolh^. Baiilc' board: 
of director; ia tiding fo. decide vrha 
lhc:institutjOn-!S;pc^^^ 

> John Kpgting jp^*^ tAat-hp-plahs-tor 
iChangchis-Bame,' tb'o;'. i'- 


FD-360 (Rev. 5-8-81) 



(Indicate page, name of 
newspaper, city and state.) 


(Mount Clipping In Space Below) 




^ ‘ i 

' ,♦.■•-> i.' ^ L- 



• squsfjsh pjjject , was hurlei^- from, 
‘••'tMe' s^Pond^^ at. thp.ppsh' 

. /PJiQfen&HpadgpaHers of'C^ 

Cpntinep, ;; 

Ki ?();' 1988 ;.X>ecoi-ini ’ 

Ijad just/ 

/'■ 

!y ^; AaVicMy,‘. celebration Jiad, be- .: 

•..; • . , ' /■'“;;■; - 

Keating, a ‘‘trim, ' 
^ '^^fqptT^;.fprrter /.champipn ^ swiin.- 
fc;;meA|;s|rjKing.' a ' Sppeman "'posp, " 
r„/linbb't^uing'Ji in frpnf;of His • 
[’..‘'employefe,,^^^^ 'T-shirt w^tH ’ 

^”';a%|ihd-^rawh skpll and crps'sbqnes 
r;^.Y&:ljhp:;;iett^^^^ “FHfBB”./— ' 


y :'■ '• 

- Mjv* ‘ "■ fu i.ili 

As Charles ’-H .;Kepting' 

\ '.Jr.-s,; :fioah,ci||.,' erripirp ^iCol; ' 

. lapses, -thpMsh'nds' of- irii/es- S 
. .teri'-vihaypV jlppf' thein- , ' IHe . 

■> -sayings,V,/mariy- .havft jpst 
' their jobs,.theArizpha'.pcoh-, ; 

. omy-hqs $uffere^,. .aiid doz^ y 
ens'df' politicians >.have-. be;, 
come," entangled' iii > 

• 'mrlip's ;• Web » . Who is 

■ Charles;Keatihg? ■ • , 

, ,Stpry by; 'Carol 'Sowers, 

■ Andy- Hell,' -Jerry - Kammer 
;and psa, ■ Mbrfel) ,,with ; re- 

• searph'^ assistance ' from,- 
John. Dojipftio. . * / ■ ■'. -■ 

iW.TiiVf- ’ ■*'' V * 



Vpagne '4ndr 'poured '/it downi the-f 


: : . Some.** workers -. -were s amaze^,. 
■watching' .the ^Hntics of- their noft: » 
^ njjally^buttojirdQwn'boss, a pphlic/; 
/nioralist.-whoi '■first 'gained '.hatipnal'/ 
prominence as .an anti-pprnogfa- 
phy crusa^T>.;../J- ■ '. /;■/./> ..■ 

But -Keating was ceJeVi atlUf. ,pe 

^|>)KiPltfe'grh bb.^ ,a bottle of.cham- 


^^rjpJgi^expehsi've,. carved wood - dpsks 
I'j^an^lvkppcke^ potted plapts. 
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~A''iPSpilO^K; .^deienet'^iiyft.^iseia^fes 

’ ’•■ ' - li* ' .■'■•■• . ' V iCharM 

l^er^I thrift, replatore;. who' had • bedsores wbuld.'heal, 
rantemplated seizing .Savings v -;vHis fath^sl;jjlin'(?s.s; to 

wd . ^an/ ,th^ .cehterj)i^ei,;of his -•‘>ppr^jah?;1^ip^^^ .mdrp ' than, . 
S6 billion fihancialetopire..\^ ■ . ,; .'inybjbdykrvejeverM his / 

|| He had only wop.iin^^,4i6ughi,’. , •- • pnly -sphXhtoWKe^to * ' /' 

»i On April 14 , 1989, les,& than a year ‘‘My . '^ad lpY^;;;tpV^ h^^ good V 

tpler the .1 .victory ’^.pelpbratjpto' the.. time,*^Oharl^%id^.d;HeUI get totally 
tegulators'seized I/ififtoln. contending.- crazy? hnd:Rpppi'e%ill thinkihe!S'being> 
jtjiat the thrift was'finahcially(“unsafe : pbnoxioM^Kiit lie*s jnst having %"V ** ' 
and unsound.” ■ \f ‘ • . There- weireiuhtoista^^ 

1 . Lincoln’s, collapse, js ‘projected to ^ -lChari^’^Kejitihg.,Jri^^^^^ 
post taxpayers up , to>, ’$2,5 billion, 'Would be^hard to ighofe^'. . . i • ■ 
^hich .would' make it the* costliest of ^ “I. thihje^he ,wgS‘ always^avlelder, • 

■toe nation’s nearly. 300 thrift failures. yeiy y|^!Msiyey’<^said Ted Thons^^hf { 
5 As. the ‘.‘why” questions arp being '. :Cincinnatji.'‘^whp;h^^^^ Kea^hg t 
^ked, . ;at least- three ^portraits of • for 50 ykrs^Wdi^nttended St Xavier' 
^eating have, einergpi^:; High 'Sch6ol:.,'ah4/.the;'Umversityij.bf.; 

■“ ’ tV' ''wlicrc ^ 


‘swinjmervin 

' S -t'T\ 


ijave succeeaed n not4pr incompetent;? 1946/?^,: vn; o > J ‘ , 

4n.d vindictive, fedetol.^egidato ; ; i Kegbngto^gahized'Hisji^^^ 

,j •Anyqstoiable gpbJer.., 5 yho^^be-., teams , of, j,pvery, kM 
cause .of S&t. deregulation, was able': chtogeof Werylthing,”,7ih6ma'.said^V' ' 
to plajTj recklessly •with, pther’'pepple-s ' ' “He was’a one-man gang., We were 

to>ney:toiddid,so e?traVagantIy...: V,4it» 

“ » A- con; .artist whp.'deliherately^.s.et.>..^■ •‘‘Keatiqgi jpmedkhe.fNavy. at.,{;7i,aijd • 
lut make himself;, wealthy s{;by,/:(Jlearhed to-'flll,'Pfi;he:^^^^^ 

Doting his, , toVings .,and‘‘doan .'and ■■’•'''but survived ,a'crash,.’’d’iirini>i Ara'ininw ■ 



-T, ouil VI a XU Jttw awiuui, ivcauiig ,inct‘ JOiin 

.^tocinna^^ - . • . Meuthing, and i^*1953 they fbrtoed' a , 

;,,fWRcn''Charhe'was'yOurig?»Wg;f^^^ — Wr’fWm,- Pat, 

IWas.stricken with Parkinson’s disease, ihg into the'^‘drbit*of‘ financien'*.C^rl - 


to 


Lindner, , who liired the firm vu| 
'fSprcsenf. . hisi ; American -Einanp^ j j 


He boyght Continental ' Homes 
from American Financia) Jn l ( tt 8 u aii i () - 


f/j{;i»Qj>'u'a;.|pultibinion.dollar hold-1 
• -1.97?kv iCeating. 
'became •an; i^^enijah^Finaricial! ex^ui' 
■.tiyeyicep^^^^^^ • ' 

' ‘' .Qni Qf'Anieri'cah .Finahcial’s first 
W'?.Wl§"‘ti 9 hs, was Provident Bank, 
:mV a-:hQStil^y,;t^ic^ver' that. Keating 
finessed v^y '’^papding months . gp.mg 
dp.o^Tto^oQr'jpersij.ading stockholders: 
fosellMpirsljock."*'.' ’ 

win post > , ¥ 

. _!jHp’Halsp' v^ intO’ poIitips, :it\ 
Cihciniiativ'^helping his younger 
ibrpj^pr,,,;j^il]|’j^n‘;a City.Councii post 
and:'then'4\^6'fti^fms, in Congress from 
4?70. through 1974'., ' , ' ' 

reputation, in 
yflffinnati';.gsLa',,wi)y .financier whp; 
stoked'. 'a...iJblazing hatred- against 
pornography^ Af thp-urging of a-prjest 
during, .gr ^Catholic retreat, Keating ( 
gathered, friends together in" 1 956 and ’ 
established- Citizens for Decent Litera-t 
tyre.- ' 

Hi 'hfoke- '’hew ground ' in\ the 
prdsAution, pf^orhographers, paJtici- 
and for the first, fime'’ 
usingiVexp^rf-tfjyithesses,. in trials* to'l 
t^ify-;fabduil^Hhe^^^^ 
p6rji6graphy,} |jwhlch ; 'he ,;s,a’id' ",tTfas' 
'“.enRulfing tjifi|: ,hafion,^n.44.idalvW 
.of:fl|tl),!and-‘turiiiiig heralong the najth,' 
■pfrjidral corruption aiid decay,”, 1 , ; 
',,4 jg!, 1973, cpiebrating ‘ an -apti-ppr* 
npgraphy^ruling by the U.S, Supreme: 
^PrC-KPating ^thundered., j.-, The de- 
cehLpepple'PfAnrerica, backed. ,bytV 
-United ;S,tates| ’Supreme' Courti,';;are 
going- to wage|a holy,. yes,. a holy war, 
against .thp '. merchants of pbscelity. 
Frc ni.this daw forward J will not esti 
anc _ :np. pne jcpnhected with’ '( DL 
(Ci izens for pecent Literature) f will 
res*^^'until^ jeye pornographer. ,.in 
A”menca*is,'3,pVof business, in jaiLdr’ 
botb.’|j.>..'^^'|;^; ■ : :: : 

i Keating’st' sbh said his. father is 
c^’yinced'-dlldt, in the’ mid-7.0s, the 
publisher' ofia pornographic magazine 
•iirged'-that one of Keating’s- relatives 
be. .'sexually - assaulted. The assault 
ppc'urredj ..and thp' resulting tr'auina, 
■higs'^pn 'said^wbonyind^ Keating that; 
his-.’publip^aptiyism .bore a, private^ 
price. _ 

.Citizens' fifor; -Decent Literature! 
changed 'itptname- in. -1973 to Citizens'- 
for.' pecehby.' Through Law. .Keating 
topk>'4he ]o'r|ah.i^tjpn: ..with ’him ih 
‘ 197 . 6 , (Wheh-hej'was:moved to Ph^nix 
.t6tf^viy^!;^ericah Financial’s a ling 
hpnii^b'uildmgiis 

Hdifies., j- , • •'] 1 

f ;'.|[Ce'ating' Said he looked, upon' 
^Arizona ps,-a:plgc!e4p, biiild .“sort, pf g 
hewiilifeil?*! 


^f&med 'American Cpntihehtal-.:OQrP;}| 
Iwhipp prospered' tinder 'his direction,: ^ 

; -© 91 , - an; old mistake .cara,e back/tp. 
'haiint hini, In 1979, at^ the'end-ipp-p^ 
lengthy -investigation, the U.S.lSepury 
,'ties,,gnd;' .Exchange .Commission" taps 
cused -Keating and Lindper of fraudd'? 
lently diverting American Financial 
assets-" through $14 million in -. -iM 
proper loa'ns-to associate... •' 

_ . -iTlie two signed--a -.consent decje|;'|rtj 
which they '-admitted no giiilt>,gnd; _ 
Lindper pgreed to pay his’ -own, ’ 
cor-ppratipn ' $i ,4 million.- Kejt|ii|ig 
•would regret. -signing the decree, <'<llp, 
claimed’ that in’ 1981, President’ 
■Reagan; offered to appoint hint antbas^/ 
I'sadpr. -to... the. -J-BahamaSi ' bufe-ldhat' 
■'Controyefsy .about the consent d^ree. 
;,cau’sed.the offer fo.be withdrawhijjj 
■Cpntinental -Homes. Jbe,c.ah?epnfe*pf* 

' the leading .Home builders in the .state. . 
But Ke ating’s heart wasn’t i H"it. ■ ' " r " 
r, ...His^associates said .he longed : fpr, 
me~cnWl?hge,:.exnuaration and risk bfj 
thd, stock ; marketr -land'- deveiopmenti 
jup lt.7;bbhdayund. 'leveraged 
'Th ^ i9,82 .deregulation of the sayings 
andj ‘ffo^|t ~,in.dustry,^ which ' afidvrod 
thrifts *1' 'to leave’-' their ' traditional, 
homeripprtgage/market'and.enter-,^^^^^ 

the> V.biggen , world •* of ‘■^highik^bs 
jfi,natice,':gaye him His chanpe, 

I 1 I' 

Liittioln purchased in 19Jt4|iK : 

* j :^eating: made: hisT.mby.e-'SuJff^^^^^^ 
'With.- $51.millipn- ! raised ”■ fr.pip;3fta|' 
jupk-bondissueby-)^ichael;Milke^^ 
Drexel Burnham .Lambert, ne^bpught’ 
Irvjne,' -Calif.-based- -Lincoln: Savings! 
and.. Ix)an. The -next year, hd.spld 
Coptijental Homes - ,so ‘ he ';--.bbuld| 
cbheept|a^|pn.,l;mc0^ \ ■ ,■ 

. ■ ■“■What-'attraQted*:me'^wa^^ 
mp'iic y? of the reputatio.h. of /^hie|icani 
Cpht pen.tal,\ it -was .’.Charles- Kbatij^f 
the 4 r>’’ sgid- Patricia ’’Jbhpspm'^^^^^ 
was .reef liited’ by ' Keating at 'a- par tyid: 
be-theifirm-s-publib-relations’directof.; 

■ ;Soon,'after - joining the company,! 
Jbhnspmgot a, taste pf the money. ' 

’She had-datnaged .a- pair pf shoesi 
while^ gatheriug .• information for , f er,| 
porters .'|after/ .'ai' fire destroyed • six : 
condominiums’ ' ht .The Phoenician I 
ReSpi;t;in Ju'lyji988i,k ' 

■'The next mpfh'ing,’ Johnson ‘.rebal-i 
led," ,Keating'insisted‘-ph; replacing -hef: 
shoes:' ' : 

; ')-l“)ybu/d,|5-iOOO be.>p'9Ugh?|Vpat-: 
ing-:asked,'-,:' , , '. wVl ■ - ' 

• She refceived. the -check' .after Keat^. 



American Continental 'jCorji., '•’2735 E; 
Camelback' Road, wHere' banlts; of ! 
jcomputersi;'fmohitored financial" ’^.arV' 

(kfttsl'- ■wpri^Wid'e,'' ‘ 

iec|ppearance')pfi|ne4f^^ 
^'e’mp.lpyees'al’K’had tb’:'|a^e'af' 
[certain, 't:wh,6lespme -'ifyik:*’ 
f3TTiTtnT5jffpiby.ee. ’“Tfi'e ’ KeaTi'h'g! 


11 ^ Tb .rewar d the talent and gunrantoci 
|P«r;looKr’Keating on at ' least" one.' 
occasibn flew some female ;eiBployee 5 , 
in'^.a corporate jet to BeVerly Hills,) 
.pgl«(a :,gave.t hem $1,000 ea ch.and.told^ 
themi to Igo (Shopping on Rodeo -Drive, ? 
s aid a form er.- associate ' who- wis on 
sUfcltua'tnpTi ' T '■• 1 

li.,Sonie>.Vale/.iemp.loyees; ‘wera. rer,, 
'wajdefiywith fishing trips .to Sting . 
.Salmdu^Jt Alaska,’ fisaid' a...form,er emr., 
iplbyeeii jw/Hq ’displays- -in. ' his office^ 
plioturpa-.;.of' fish 'he saidf he caught - 
’therb' './i '! . . -*v 

'Keating' demarifiedloyalty, absolute.. 
and(:i;upq,ue 5 i.tibning..‘.. Those, who 
sh'b^ed:5hd9pejid.enc,e were bften.fired,-\ 
.usflally bn,a.Fjid,ay afterppon. 

■ Ip faetj Tiring . people became a rite.', 
of 'pa|j.^ff;fQr^^prpinising. American, 
■Oiritinefftal-executives. 

; ''*fflh* order •to,,-bffng someone, ' esf e- 
.dally ‘ ' a ' wbipan, out of the hiin br 
league’s,’ ‘when th.ey • have just b(^rf 
(iprtooted, , we .'let them fire somp- 
oQayl’lj’W^ execu-j 

ttve* '*jud^.v;^ischef’ toi 
S'emihaff1gsty.eaf.;.''“ ^ J .'■• 'v 

iSinployee|i rewarded •- ; 

' ' Those’^who performed .'aS'expected: 
were paid handsomely..' ‘ 

.j ^jChafije, put his, -people in golden, 
hauqpill^^’,’/ f aid a .former employee, i , 
('■■’.^^ating. paid., himself an estimated,, 
$,3;4fi)iOR-%yea,f;i salgry,' stocks and.. 
bonuses^.j,!.,,'j.,.:.ff,,:,.. , \>j 

':i.|ix;:'pff;^meri'Q^n’’Cb,^^^^ tPP» 
executive^Twefe; ^eating relatives, and 
ff,|uip]be}:,‘of ptfier relatives, ihcludipg,^, 
hil^l-’wffbt were /.pn- the, .payroll atj, 
various !dinJ®s.i 'Charles Keating Illj. ’ 
wflp g^||',.earpe^^^^ a yeaj .asr,, 

an American Continental vice pfesj-,,^, 
dent,’: aekripwledged. thaf^his father.; 
stitbhed'his -business, and family .into- ff ’ 
singllgffi/ab#. ‘ .. 

In 'Rigorous /'bursts’ 'pf' Ipyalty, his«. 
'famjl^P'ahji rnany: of his’‘ employees.,, 
share ■rih.is'f.yi^ ■ and.',' loathe 'hif 
epeipiSHff;'f''V ,, 

h,lntfa'f'March' 'memo to "emplpyeesj|j 
sonrinffasWRobeftHubbard, an Amer-"’' 
.ican ,'Cbhtinentgl vice president,,., 
warnedThem 'tb.'beware Pf reporters”, 
“insanel-q’uest-ffo. .destroy ACC or; 
CH|K’!;;and.!isaid an-'“.put-of-c,ontrol. 
nev 'spaper can be- crue} in its disr 
gar 1 of a persop’srights,” ■ 

..ta, r: 0 mf 4?: 





iiVst plassi*?: - ‘ Said. * a' ' former ' 
^ ^ ■ j3!n{)l(ff y c >ho jec^llcijahat. aj;ien "the 
'hotel?' were vndpr construction, ‘Kjeat-, 

^/Jirk/y 1..? ' 



ri|B8 and impetuously) or- . him‘down,^pverwhelming Wridblp'ih iv 

■ ^ ® yi^yind: - pf ./■ 
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j .The) hue* and -cry go up: Fire-: 

.. 

j ;Aftei' all, it not Wall, who.-, 
jfiddled' -while lihcoln Sa^mgs &:'• 
iLq^.i^ociation burned? ’ 

■ - And .wasn’t it Wall who sat on > 
-his h^ds while other savings and-* 
lo^ lost, billions.of dollars? 

Well), (he answer to both qu^s- - 
'tiAisis-yesandno; ■” * - ' '■ 

; affef h^ appointment as chairman- 
i.of'Sthe«"Federal Home Loan Hank- 
,Bow;4:..t(p,;filose,-.dowii Lincoln. But ; 
no, :he. wasn’t just twiddl^g -bTa 
fthumbs in the meantime. >.‘v. > 

t ’5\i^ali was waiting for his belea- ’ 
■guered- taam-'of regulators to’ '' 
.complete one untainted rhyiew of 
;the. ..thrift, .to. ensure that' any 
;acg,Q;qs;.-agaai^t;:Gharh^ Keft ting »gW 

I cash ,(py were unimpeachable. 

! . !ipip^;'«-'Same. regulators^ we]*e 
, b^mgMmtmdhted^ thrfe^fall-*'^ 
uig'but 'of the skies overi'Dallas"' ” 
‘^d’Hdi^h. ; ' - ' ' 

i. ,,Md);yes', Wall’s.apparentisw^t><i 

heart-vdeals-witL severalL.thrift.— 
j buyeysl a?e. (questionable; ai-:W,,V 
< But' up; vhe..' was; following the ' 

; simgestjious <pthis own, .register, 
tlf 3 .Gpngr^rj.iq. mpst j, of,, his,. 
I'adtivities.x;;^;,,,-,;; . ,.;j 

■: ;P|lP9d and, fire- Wall.. 3 


: -TherP- are .many' who believpithat' 
' the. havoc of the savings .and loau? 
; debacle, capnpt ’jbeal ^ dong as 
WaU sits ificpsalt^^ih the woimd. 1 
f \ ;But,the,;fdct^remains, M. Danny’ 
• Wall is'hot.therillaiuin this casp.! 
Ppr ' that -matter; -one may not,' 
existl - ' - i 

Keating'^.d:pther^ like hhu arp | 
’ notso’villamdus aswe would paihti 
them, ; though' their actions '|^et 
repreheM 2 )le;VEof;’equally at.fa^t 
were those- whP either ighor^’. 

: w^^gli ,pr,.:refused. to,.,perfg^, 
.basic;re5pafch:bef6re riacmg them 
monpy'-in-. the failing thrifts’ aJ? 
coiintsitol-r ,...--^- • j' ' . 

' ■; ■'ihe:!clpifst“thefe'^^^ a villain 
ia,A)h^'^;-''itseJf,; for knuckling 
uhderand.giving.thriftesth^ 


Ypt let-uspm oursinP to. Danny 
’Wall'”and "^send 'him** through‘^'tHe‘i 
gatp;tOipbll^pu» and bp dpne 

:iti.i’'ct,’‘!,’,a«;'l':i!. .id ..iVi,., 

. The: ,bnp.fact.Temains.’.t^t.na.| 
mattpt.yvhether Wall pp; Heating, 
or jany pf the five sena^rs ’wHp 
p^icip^ted in the meetings, bn 
Lincpln; jihally are hanged, it will 
be the;taxpavers who-f oot the.hill' ,. 
fpr,the:fimerd.,«g.,/-;(.is,f 
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t;th|';t^rg€itsT6f -Sen^W3ffiic$ jPofrimU 


an 


. .^'Buclc; whq engineer^ '^j?yal.l.aT}ve.of thenrGq,,..j__-, 
;VM?cK^,:^^ld•.not'l)e li^^ch;^ t^^coijiinpfl^^ • 

<‘" 'But.vSptdl, who js.;’spear]hepding\tl\e,.^^ 
4De(^.ijcinii,said. thal..^thoijghi5p-fi|iaKagr(^^ 

.'/p^ch'eS; itisjlikelyvhe;^d'^pci(.i^ 

Sr- - Foii'-npw.-Beidl said, BpcTt ijs seeking to-ayoiSKW^-n^ 



sM^riairi tlirftft* nYhhf .’TlvS'ii^enatifcrs 
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9^ Keatih^ ^ 


xl^itQrr '/ \ . . V. ’ y;'-. „ , > x 

<has:;,beeh' prominent in the^newc entire concept pf 

iacrops appropriate amo^tt- f ,«nto the market 

ny enougH' atirallon*?^ 

the rbot causes.. - ' ' - ■ , ® ‘ ‘ ^ 

•jThe. fiye iporely reflect their cohstifii ■ tW wfongtioing ,as tye- arephwpus, 
ehcyi .which 4s infected •wltii tUa ♦ hctmade it tp the fedeiral troughim 

'Sftti. » A*iana * -1 ‘ will call ,a, truce on this tA j^ccurA^ 


w.wi.-vnkjaiif v^ransion is a mncl imrvkuri^ - a * , " .7 ad 2 >uic 

whil8 BeijihisirieConcini (he doesn^tliave abilit;^4o .extract 

':ahy :brthe:morieyn benefits from -other states and “grants 

: favors within -ours) .in the US, is' 

■ -. • our :f?a6fd- g6vernment has irottM; ' ' of the: 

:>yw^mme!i»,favoRi°bmVSnfto 'onfy hoS 
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Pro-choicers surface 


BracfeyoureSif.''* 

■•. ■ Last week,' ABC’s Sam Donaldson 'was 
in town preparing Jor &JPnmetime Zive .. 

•segment aBout Arizona’s own Charlie. 

{, keatiijg. .And this week, a crew from. 

CBS’.dO Minutes is due in to reswrch a 
i simile project; - / ; ‘ 

;; Ck)nyenientiy, the crew will, ^"^pD'^uve conspi^nr^ /.g^a^ ^^^P^ 

f stay- at 'the Phoenician Respit, which, ,^e .. .'BobRpbT)fof a’^^tewidepolL^ ■ -> -x •‘■nghts;^;;. ■' -<-*■- 

^ federal -goveniment :seized. from Keating r P“^se of the ^11 ;is to get a . U ' Dm 

p‘lastinonth.4 ' ; \ . .^ensepf how’ people feel about taxes '4nd 7 ‘ Remember Mary Crisp, the fpi^^^ 

One pwsdh-whd won’t be appearing on whether they want them raised,’’ said GOP national committeewomah from 


scheduiy to'gt) tdpduit Jan.' 8 to contest 
ljg a ruling r^uiring him to pay about 
V '"$4P0,’000 1n"lrase‘''^sts’ass6ciated wlth‘a 
mow-defunct Mexican restaurant in Glen- 


f camera is Bruce ..Babbitt The former Reo. Karen Mills. R-Glendale. 

(^criticized .SehS; Dennis DeConcini 
r.john KfcCainT6rinte,rc!^ing with*' 


GOP caucus to work together, nght? 

Wrong. - • ' , ; ' • ^ 

■ • In fact,"the-divisiven^S'of-the Senate-^"?r;*^*f^^^^ 

‘Republican caucus appears'torbe spread- lurl?he|l§e'S But 

ing like cancer to the^ A band of 

both ch.amber^ h^ '.\SupreifteHC^ Ypurre'mem^;^^ the preacher- ] 

contract with -cpnseryahve .'consultant .st^tk ^-cnuld. be^p^ resjdcting '^h^rtidn . accused in i 

;v. ~ ' i9^.Qfe6iIkm {couple.'o: it'of 

their life savings;' iDavis rebuke 1 by,] 
the Senate Ethics ^mniittee and loj t his 
;Seat in the 1986 GOP prima^. * - 
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jiipms of 

1 


iliiters are leffei 

<'l»fo5iSisV~ ■* '1 oi)e- ;ab6uJ ''|2p' to cover 



t ■ Yorlp=andto ther creditors now ha^ 
to Wflliifun: :|He Bankrupt cy Goarf to 
fresolye^Oii^fmfitter.! v 

; He and thousands df others )iave 
!:beehi;vi$^^?^ by the thrift’s faijufe 
becaU^:^ of the loss of investment^' 
or just -professtohal 
reputatfpn, '1;!' V > ' ' ; -. i 

Qtizen^’ ijenfidence in gbvenuhenl 
and certain elected ofticials. ;has fieen 

A ritoha!$'i(^n.omy 
by. he repercussions of American 
'Con^neptaPs-failure; - ■ •• 

tpayet? is;, Viptimi^, 


, ‘ .yprk Isn’t interested ift the 
^nation^^ySpapda}, isurrounding ’'the 


Tt-; ip Miv, pi ju,vyv.:iic 

cjaimsv:heai.8\ owed for making:vthej 
\trellis^..3andifhandreils for- Kiting’s 
$?60 millidhrPhoenician Resort; ''Pe 
money • coul^-, mean ■ the difference 
•^tm“^8»ry>vali.and extinction- fon’ 

Ws .25^' 


V' 


1 vX;Ai?%iVa»i Continentai • 
J^fiprP^lMlUr® will touch ffie.life 
perspniip'ihe •' 

:’*',ynlted75States. Most arg af- 
.i!!--fected/'Cs|fghtly. Thousands of 
, vwlctinm*; ;tnoygh,. are suffering 





ieisrgrsomP Of their storfes, ;by. : 
>t!iW5at-|/lo//e^^^ JhM. .Arizona " 

...fifpmaii t-;: 


I OkIahoma|Ci^;i| 

York i< 

hung on' thisj 
again, .theji 

?ay^lfl^-mp?^ristmas-';hpp^ 
^l^p’dpzememjploym this^Car. 1 >1 
Vmk becamfdj 
”mctinfi$iyhehTlimcoims vparent conH 
isipfBX, ‘Mefc cpip.; 

ti^PpllrS-rocoJn subsidiaries filedifdH 
i>,;PrPtgCt}OAfflsm.ci:editors under Cham?! 

U.S.=-"Bankruptcy''CoSe! 
jSiMSiJhat was one day beforCj 
fedeh l.thnft regulators seized Lincoln 
feandift'i&billion in assets. -f 



j.theif . Ips^.^through lawsuits, but 
i.nearjy every ijpne of them will lose] 
; financially or.psychologically:. . .._.v ’ 
TAXPAYERS i ••.;4v v 

The- .nation’s- 1(X) million ■ taxpayer 
make up -the- largest group of victims' 
jin the fail pfXeating’s empire^,...,;!^-,-' 

I Lijicolnis loss; estimate at ;$2 b[l.«? 
lion, Jis ^potentially . the largest .sinmei 
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— CR^pITORS, /hompa^eA/ , . ' 

tailoULj'ni the nationwide S&L deba-i 

■ cle. ; . ■ . 

•.The ; bailout is expect^, to cost' 
$160 billion, more thanthe $140.6 bil- 
lion sppnt by the United States to. 
fight:tne Vietnam War. , • 

“The S&L bailout, which was in 
many !, ways the biggest consumer 
. rip’-oflt in American history,' was' made 
necessary because of the activities of 
alleged .swindlers like Mr. Keating,” 
said Michael Waldman, director of 
Public Citizens Congress Watch of 
Washjn^on, D.C., a consumer-advo- 
capy organization founded by Ralph 
Nader,, 1 

''keatii^ attorneys ihaye refused to 
answer^questions about the case.- ’ 
POND. INVESTORS 

^unt investors as, the hardest-hit 
individuals in the collapse,', especially 
the .23,000 people who invest^ more 
than $230 million in American Conti- 
nental’s unsecured junk bonds. More 
than' 540 of those . investors . are 
, Arizona residents. 

, / Bondholders claim, they ;were.duped 

■ into believing the, n.ow-worthless, 

; high-risk bonds were safe investments. 

They are among the investors who say 
they were given a misleading' financial 
picture of American Continental and- 
are, suing the company in California 
and Arizona. 

The^jbqndholders,- as-' a' group, have '' 
conceded that government officials 
. were aware of American Continental’s 
poor financial condition but failed to - 
, ceasithe bond sales. They want' the ' 
government to compensate 'itbem' for; 
their losses as though the, bonds were 
federally insured. . . , • ’ ’ 

’ Leah' Kane, an organizer of bond- ' 
holders in Laguna Hills, Calif., said 
the stress of losing their life’s savings 
has ‘caused some older investors to 
'•suffer heart attacks, headaches and 
other. illnesses. . . • 

STOCKHOLDERS , ; ’ 

■' A.m^'ican Continental’s . T ,221 
• stockhoders have seen the value of 
itheir sh ires..fall to. 5 cents from $7 in , 
pebruaiy,,- ' . 


AGES OF AMERICAN / 

.CONTINSNWCQRII. 

BPg^HQM>ERS 

■; FromlTilQQ interviews with ’T’v, ‘ 
bOTdholders by investors' atto:^jr8. ‘ 
^ On av^ge,,each.bondhplder I ' ' 

invest^ $19,000, . . '•r. ! - 



.The Arizona Republio 


' . $2.7 billion by American Continental 
i; : and jl Lincoln subsidiaries. For now, 
those , creditors must wait 
. Bankiiiptcy Court oversees the com- v 
I; panies’feorganisjation. -. w,' 

' |T^n* 6 f the I'l Lincoln .'units now’.'- 

under government control can cover’ 

'■ , tiieif : debts,.%but. it’ll be a long time 
'. before cre^it^fs get any rnOney. .i 
I American' 'Con tiriehtal' creditors', 
'''■“’face W'eveii''bleaker' outlook, -because' ’ 
■^'"tlje 'company’"' has $ 210 million ' in" 
assets against debts of $388 million. 

‘V The' owner pf a -small pool-supply 
f > s^or^ in Phoenix who is owed $14,000 
by American' Cpniinmtal and who, 
didn?t want ,hm'na?d®.T^^^i®hed said 
hemas had tP^cht hia 'monthly mcom 
' in half §lnce^.the. company's bank-.- 

ruptoy-filingl^'V':'' ■' ' 

/; BipNPSAL|§FEpptK : , . ; , 

^Fven theff'itoericah, Continental 
. and ,li,n(toln| Baylngs .and.'Upantem- 

S eesi whofis,61d - the now-wdrtl\less- 
C 6 ntihentaI;honds. consider ' 

, , thenfselves, victims.' > ‘ .■ , • -V 

■ ,'fMany beljeyed, so much in-, what 
theyfwere.seljihg'jhat'fthey invested or 
pershad^; family imembers to invest 

that' 15 top .executive^, including SS k 
.Keating and his family members,' 

:;owned 13,9;minio.n,':pr 87. percent, of-. .fen'iSr ^ 

ithe Phoenix company’s '15.9 million- IMiTnlL W 
r coimnon shares outstandihgl B^ed on * they h^e now los^ ac<^rding to 

.OTHER EMPLOYEES 
'At. least ‘-j 250'- of about 2,500 

aenUfied, 

. expenses! “lylany are finding that 

•mv^ted h^ydy himself. He smd; he;isr. ■ meir? affiliation ^ ' vrith - - Keating is 
tahng heat now, ■ ’ ■ ■ . hampering their joh-search. •; 

Everything s been ^nstrned • lAfter-vtheeformeh- public-relations 
we were the vjllams instead of the director, of-c lAmerican Continental 
victims, ’ he said. 4 :' ., -! : wasn!t receiVing even initial responses, 

■ He . smd he never • would... havq;' from^ at least’^five potential employers, 
invested had he seen. a true financia) she-began calling them’ to ask why. 
picture of Lincoln and ' American , ' | “They>^id^th.ey:'weren’t interested 
'Continental. He blames American in gettingThyolved in .die controversy 
Continental, and its accountants -for (surrounding Keadng),’’ said. Pat^^^ 
duping investors.; ■ • .. Jphnson, 'ia 12-yeah , veteran of wie 

■CREDITORS juhli^ridadons. busing 

-.o.Morei than 25,000. businesses and. . -.weliminated imApril. , - • - 

..individuals. , are owed- ■more-,‘4h8h' -.’« ^".EmployeM; of Lincoln Savings said-., 


j', 

■ i-y. . 

1 , . Eedefal; ,'Securiti^ and . Exchange 
-Commi.ssion filings la$t year .show^ 


; its; stock holdings drop tp $695,000! 
frqm $97.3 million. ' -• • •' 

" A stockbroker, who asked riot to be 








Tajyo -starids to lose money It gave 
, y Keating’s Qompanies i o «- a - 60 ^ rcent 
. interest jp jhe Crossings, a rteidential 
' and "^mmerpi^ project in ' Mesa. 
.Tajyo -filed' |uit against American 
{Continehttd^smd'oj^ers in.'early 1989 

• ‘ .in^,S. Qis^ct ^urt in Los Angeles. 

: The <banktiip^ acilipn has put the 
,' lawuii'and prbjecton hold.. ■ ' 
^ARI^NA ECONOMY 

’ ^'^’Amencaun? Continental’s downfall 

* ’ranks',amohg''tho biggest single' finan: 
V cial-dis^terS'jn- Arizona’s history. . . 

) The.«avaianche of publicity nation- 
.'wide abjout - Keating’s woes, has flir- 
thered the imiage th^t Phoenix is in an 
/economic downturn, said Elliott P )l- 
, - lack, ;chaim{w‘ o(. Pollack/Ramras, 

. i Cos. of Phoenix, a real-estate develop- 
■ment ahd:e<tenomic.consultant. 

•‘r Realtesta|e experts say added nega- 
> ;j^ye,phl;>licity ;could*.scare off investors' 

; ‘gtid d^peit^bpsiness opportunities. 
;>;-Otii’er;V 4 ri|sona .developers have ' 
'l^ten^ l)hro#'ini the real-estate- crash 
.that .foilQWi^,; the! . frenzy of land 



. 'Government managers ifired some?' 
employees. Others have left or want to' 


■f 'MuiTihy ^d his' firm was' reject^ 

for two broiects totaliner $50 million 



under federnlr^rift managers’ control 
in Anzon^'’^: . • 

*‘What the -Linc^ threatens 

■ ' *ir the downtnih in 

,^d prolong the 

.BIJS1N.ESS ASSOCIATES, • 

1988, after the Phoeni-^ in control -of the Phoenip(a% Enteroriseslnc in Sedona. ^ 

;Ci^ Resort opened, Keating stopped] iMurphy hopes; to negotiafeah out-df- ,.. QHARlT fF'-S ' ' 

MW £w ^urt settlement-with thdgoyernment; • Seating, -ihrbugli. American Conti- 

^p^hy W^tey.C^nstructo^^ | a Japan^e company in partnerehip nehtal,: contribute heavily to chan- 

ties. Frbih, l?84' to 1986, the company 
gave more than-$6 million to charities 
in. the Phoenix -area and worldwide, 
including Mother Teresa’s- Mission- 
aries of Chaiiiy. 

^ American Continental’s crash has 
changed all that. 



ph^ged'hjm.,^ | than $ld-pllion, ao(»rdlng tQ.D^ 

t ijMcCnf. thy -sued ..Keating’s, -com- r , las Browpx! & -Los Angelas' a,ttorney 
.P|n%fpt ^20 million. representing Tpiyo'Real]^tete'.J^..of 

t '<i^l ^tin£ .. cQ untersued, accusing the:’ .Kyoto. .’ ^ 

wmractor of racketeering. • ] Since 1986;; :AnipricM j(^ntinehtaI . .. 

A' t ^ P*i®®*dent 'Of Mc-v- ' ♦^tobk over money -and. then "basipally”'"’ 

!wWG[».itJl^nteins_^lhp ^§bhoontractors^'j-^idn'^^ 'jBrbvyp'S^idi; 




5eeK.EATINC, pageAlS 


h -«»4 • *«*’ •** 









vS..Z 


•r^ jlHTING, fivw page A 14 


' ('hefty j'contribwtions ha8/.V§haken :j' Unusual, m 198'? to 

<t\ 4I1A 4 t«A t WllO WCFO 

s question- 
Their ^ cam- 
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BYBERNIESHELLUM 

'Fre e w Dm i n ess Writer 
■i ' . , , 

l William Keating is negototmg to 
l-haveBmself'3roppeIlErom tbe fed- 
t eral government's lawsuit against 
j his brother, Charles Keating Jr., and 
' 34 others in exchange for his cwper- 
ation in investigations of JUnailn 
Savings & Ixm Assodation, a 
■source close to thrift regulators said 
.Monday. 

• The source, \dio ^ke on condi- 
j)tion that he 
not be identi- 
■.fied, cau- 
tioned that the 
deal is tenta- 
tive and may 
not be 
wrapped up 
for • two 
weeks. 

William 
Keating, chief 
executive offi- 
cer of the De- 
- troit Newspaper Agency, which runs 
■ ■ the business affairs of the Free Press 
and Detroit News, did not return 
.phone calls Monday. . . 

The source said the govenment. 
, hopes to make a deal b^use it has 
little chance of winning a damage 
.award agmnst William Keating in its 
$1.1 billion civil suit, filed in federal 
court in Phoenix on Sept 15. 

TTie soiurce said William Keating 
^ was a director of American Conti- 
^ nental Corp., Lincoln’s owner, for 
s’ oriy five months ^d attended only 
. two board meeting before resigning 
in August 1986. 

The lawsuit, in which the govern- 
ment accuses William Keating of 
^oss negligence and two otiier 
counts, says he served as- an ACC 
^director for 13 months, firom Feb. 
27, 1986, to March 25, 1987. 

Keatiflg was named chaintaan of 


William 

Keating 


the DNA, which runs the Detroit 
newspapers’ joint operations, in 
April 1986. . 

In pressing the lawsuit, the Reso- 
lutmn Trust Corp., the federal agen- 
cy that regulates the savings and 
Joan industry, has argued that ACC’s 
directors should bfe treated as if they 
also were directors of Uncohi. 

; With losses estimated as high as 
$2.5 bpon, Lincoln ranks as the 
nation’s biggest thrift ^ure ,and is 
• /how at the heart of a political confro- 
versy because of the .intervention 
with regulators of five U.S. senators 
— includin g Michigan’s Donald Itie- 
gle — who receivM hefty campaign 
contributions from Charles Keating 
and other ACC executives. 

Chester Kamin, William Keat- 
ing’s attorney, toW -the Free Pr^ 
two weeks ago that he would try to 
have his client dropped from the suit 
because of his short terin as a direc- 
tor, but has yet to file a motion. 

The exa4 terms of the deal Ka- 
min is negotiating could not be deter- 
mined Monday, and Kamin could hot 
be reached for comment 

Charles Keating and other mem- 
bers of -Iris femily are defendants in 
several lawsuits, and the FBI, the 
Securities and Exchange Commis- 
sion, and the D.S. Attorney in Los 
Angeles are investigating -Imooln. 

hi the Phoenix siiit the’Resolu- 
' tion Thrift Corp. argues that Charles. 
Keating masterminded a tories of 
deals tiiat -enabled him and other 
ACC executives to loot the’ thrift pf 
hundred of millSons of dollars before 
regulatora seized ft Id. 

If William Keating left ACC’s" 
board in August’ 1986, it means he 
will likdy avoid legd entanglement 
•in one of the allied schemes — a 
. $20 million loan in December 1986 
by two Lincoln subsidi aries to om- 
ers of the Hotel ^onffihitf liuun vdiidi 
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I •iajndftrii.fhyles Keatin g -t tad Wa er 
1 . ACC -executes.. ]Re^ators de- 
jf^ounce it as a.dear-cut violation of 
If conflict of interest 

..But other dealings that are the 
tifocusjof lawsuits or criminal inv^ti- 
.’.gations did take place during William 
y.K^ting’a tenpre as an ACC dhrector, 
• -including: . 

ji, jp ^ctment by ACC of a “tax plan” 
j(On Mardi 14, 1986, in which the 
j, government contends Charles Keat- 
i})ing and his associates illegally forced 
j JJncoln to pay $94.8 million to ACC 
as -taxes due to the federal govem- 
jj^-hient They are aomsed of diverting 
f..much of the money to themselves. 
i;^«At least $250 niillion in high-risk 
yACC bond sales through Lincoln's 
l^brapch office in southern California! 
William Keating’s name appears as 
i.an ACC director ,on an April 17> 
\ 1986, prospectus that states tiie 
- terms d the' bonds. When Charles 
Keating placed ACC in Chapter 11 
;; bankruptqr on April 13, tire bonds 
i;lost their '^ue, and holders ^e now 
' sumg on grounds of fraud. - 
^■According , to official reports by 
!^Tegulators, Lincoln also made dozens 
;;,of loans fromMarch-July 1986, -with- 
i^out hny finandal anafysis or credit 
reports on -the borrower and in 
csome case loaned money without 
appraisals or even completed loan 
./applications. V • 

During a four-year period that 
^•■included William Keaitin^s tenure as 
iaii ACC director, Charles Keating 
and other members of his famSy took 
?>$34 million out -of the company in 
t salaries and stock sales, according to 
. regulators.- ' ' »!-, - 

“ William Keating is not dted as a 
recipient of any money other thm his 
pay as a director. In 1986, federal 
I' reguhtors found that Willi^ Keat- 
ing was paid $10,000 ip riirectore 
;fpt*i»frnmtACC, . r v ' 
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Title- Sen. Donald Riegle 


One-Sided repotting 

I I ain appalled at the one-sided reportingJof 
pee Press writer David Everett in his ‘I- 
covCTage of Sen. Donald Riegle’s relationship 
with Lincoln Savings and Loan (“Riegle 
compares efforts for thrift, Detroit JOA;, 
conduc t defe nded in letter to the Free ’/ 

Iverett to the faclv 

iiverett has made up his mind that Rie^ is 

SS«? and has decided to 

convict Riegle through his news stories. 

In the Dec. 8 article about a letter that 
Riegle wrote the Free Press, Everett noints 
^®^*:^dder did not contribute to 

What IS not mentioned is that’ 

’ help a company 

that did not contribute to his campaign 
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Keating ‘knewM 



-‘c * 




ps By Gregory Gordon 

H^ News Washington Bureau , 

/'• 'Washington ‘ — Deiroif 

^Newspaper Agency head William 
/Keating has informed govenunent 
lawyers that he knew of no wrongdo- 
. ing while briefly serving as a director 
of the parent company of Lincoln 
i Savings and Loan and did not attend 
a board meeting after May 1986, 

• according to sources familiar with 
the matter. ^ \ 

William Keating’s Chic^o law-‘ 
v yer, Chester Kamin, has indicated 
V thathis client “doesn’t know much of 
I anything” about Lincoln, a source 
aid. 

j, At the insistence of lawyers for 
j^e Resolution T^tGorp.,' Keating 


I » to seek dismissal oT the three counts 
against William Keating. The thrift’s 
faflure could cost taxpayers more 
than $2 billion. . • ^ 

Keating’s lawyer has persuaded 
-.‘them that Keating served more brief- 
\ 4y on the board of American Conti- 
‘ nental Corp. than the one-year term 
' indicated by public records and at- 
>-tended only two, inconsequential di- 
rectors’ meetings, sources said.* 
WILLIAM KEATING has 
agreed to be interviewed by investi- 
f gators if they are not satisfied with 
*lhis lawyer’s representations about 
•^Ws scant knowledge of the affair, the 
',8iprces said. They said there are no 
..simificant. disagreements over the 
^al recently worked out between 
'William Keating ^d the govem- 


•pledgedto cxwperatein-fecleral inves- ‘ 
^ftigations focusing *oh his hrother 
Charles as one cbnditioii 6f his being 
" relievM 6f Icgd' 'rSfl^wnsibilily for 
.Lincoln’s collapse, sources said. 
•Charles Keating controlled Lincoln 
and its parent company, the Amen • 
can Continental Corp. 1 

Minimizing the significance o;l 
.•the cooperation clause, one sourc6> 

. said that if William Keating knew a 
lot that was damaging,” the govern- 
ment would be reluctant to drop him 
•from legal action. ' • 

THE NEWS reported Monday 
that government lawyere, pureuing a 
$l.l-billion damage suit against me 
Keatings .and 48 others istemmmg 
firom Lincoln’s failure, are preparing 

‘ 

^hieht, ®uf Ihat'it may"t^ longer 
• than originally thought for lawyers to 
set it to writing, ^ : 

The sources said that, according 
to Kamin, William Keating contends 
he was unaware that his brother cmd 
other American Clontinental execu-. 
tives allegedly were requiring Lincohi 
to begin pajdng $94 million to the 
parent firm to cover future taxes — ^ 
money that never was passed on to 
.the Internal Revenue Service. He 
also has professed no knowledge of . 
other alleged irregularities, such as 
American Continental’s floating of 
$230 million in imsecured junk bonds' 
^that victimized numerous elderly . 
people or the award by Lincoln of 
large loans without proper under- 
writing documents, the so urc e c s ai di 
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Sen. Rie^e needs 

U - S. Sen. Dondd Riegle’sDec..& 
reply to Free Press Editor JoeJ - 
Stroud’s Dec. 3 cdunm was 
• insult to my intelligence i 
] (‘.‘Constituent service and public inter^t are . 
the same in S&L and jOA cases”). • 

■ The distinction made in your editor’s^ote, 

*':that Knight-Ridder Inc. had hot made ^ . 

, monetaiy contributions to the Concessional 
"delection’s campaign funds,- as had . 

American C^ntinen^ Corp., is paramount. If | 

Riegle cannot understand the significance o^ 

^s, he needs a high school course in ethics.' 

- ■ Secondly, though I am hot in favor of the- 
JOA, I can still buy the New York Times, ' ‘ 

Christian Science Monitor or TprontoClobeft ■ , 
and Mail without it costing more than a'- i ’ 
nominal sum. The Lincoln Savings ahd -Lbar 
fiasco, on the other hand, is gom.% to cost th^ • * 

• taxpayers billions of dollars. Th^e is no \ ' ' 
choice in the matter. Such disregard of the 
public is ah example of deceit or- extreme j 
incompetence. In either instance, Rie^e ' ‘ 

r ould be ousted, v t 

-Kalvin Garrity' • ' ^ f I 

Wyandotte. 
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I Influence, Money and Politics 


The savings and loan scandal brings to the fore 
the whole question of money and political influ- 
ence. Sen. Donald Riegle wrote a lengthy letter to 
the Detroit Free Press last week contending that 
his intervention with regulators on behalf of a 
California thrift was no different than writing a 
letter to the attorney general urging approval of the 
Joint Operating Agreement (JOA). 

In fact, there was a big difference — $76,100 to 
be exact. 

That’s the amount of money that executives 
connected to the California S&L contributed to 
Sen. Riegle’s 1986 re-election campaign. The Free 
Press says at offered nothing to Sen. Riegle in 
return for his services except the hope that some 
jobs might be preserved in his district if the JOA 
were approved. 

It remains to be seen whether the contributions 
to Sen. Riegle from the thrift executives were in 
any way improper. There is nothing necessarily 
wrong or illegd about a senator or representative 
intervening with bureaucrats to make sure a 
constituent is receiving fair play. It’s not right, 
however, for wealthy constituents to be able to buy 
favors that lesser constituents couldn’t expect to 
receive. Sen. Riegle later returned the contribu- 
tions, Mying he wanted to avoid even the appear- 
ance of impropriety. 

Sen. Riegle has never been shy about 
fund-raising. A September 1988 article in The 
News depicted how the senator received more than 
$ 17,000 in campaign funds from individuals con- 
nected to an Arkansas chicken-raising concern 


after he voted in favor of a measure exempting it 
frqm paying certain deferred taxes. In late 1986, 
this newspaper criticized a letter Sen. Riegle had 
sent to potential contributors, asking them to 
attend a $l,000-a-head fund-raising event and 
reminding them that he was about to take a seat on 
the important Senate Finance Committee. 

Many critics believe that this sort of thing 
makes an argument for tightening campaign fi- 
nance laws or even public financing of elections. As 
far as we are concerned, however, the best disinfec- 
tant remains sunlight — laws that require timely 
disclosure of campaign contributions. 


When government is pumping out huge 
amounts of money and regulations, special inter- 
ests will always find a way to jump to the head of 
the queue. The campaign finance laws already have 
been tightened considerably, and the main effect 
has been to make it tougher for political challeng- 
ers to raise funds. Public financing would simply 
drive the competition for campaign funds under 
the table. 

When Arizona financier Charles Keating was 
asked whether the $1.4 million in campaign funds 
that he raised for five U.S. senators, incMingjSen: — 

Riegle, was intended to buy influence, n|Sesp8nd= — J, 

ed: “I certainly hope so.” The donatio if ";&e*iow->^'-ED 
the focus of numerous investigations to see if any 
laws were broken. It should generally be leftA^ 26 1990 
voters to decide whether they like their Unator’s or 
congressman’s fund-raising habits, hbwev-er LAn- ..i :.ix 
informed voter is honesty’s best frien d? 
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compares 
, Detroit JO A 


I ' ■ , ' • ' 

defended in letter to Free Press \ * 


I 

I 


|j fiY David Everett , . 

?<^iee Press Washington Staff 

n Washdigton Michigan Sen. 
•p^nald Riegle, fighting back on ques- 
' lions about his conduct in the Lincoln 
; ^vings & Loan Association controver- 
}. -^y, is comparing his actions in the 
|j4jncoln case to his support for a joint 
• -operating aj^eement between the De- 
, troit Free ftress and Detroit News. 

■ ' In an eight-page letter to the Free 
■- ftress, I«egle suggests that his and 
other Michigan congressmen’s inter- 
’.vention on behalf of the JOA and 
y Kmght-Ridder Inc., the Free Press’ 

' -owner, was stronger than his interven- 
tion in the Lincoln case. 

’ Riegle was one of five senators who 

jnet with f^eral regulators iii 1987 to 
di^ss Lincoln’s complaints that it 
was being harassed by regulators. 

_ ..The Senate -E^cs Committee -is 
reviewing the senators’ -conduct All 
j^e_ accepted large political contribu- 
tions from officials associated with Lin- 
^Ih or controversial Arizona develop- 
,er Charles Keating Jr., who controlled 
ae T rv ftie, Ch lif., thrift. 

^ Jn his letter, Riegle compares his 

^ Riegle, Page 19A 



"A transcript from I 
the meeting . . . 
shows my conduct " 
to have been J- ,. 

absolutely proper/^ -P 

OONAll) RIEGIE 

Text of the letter, Page ' - 
15A. C 
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.^r. ^ / _, ‘ - * "**^ * ^ I ' 

Ph'oenk'wtf fegg to ‘ -•« WlC sMd that 

fe^r£ri:‘^“ mw^eiema-- 

!teferring to Chapman, . -r _ . \teg 11 iatOrS tO > ' 

gbe never 'suggested any .coipe of .'.^ever-^fifiCSted -.. - 
lection. And neither hedSor his- gt^ ■' • " - ■ / .r ,4-.*;., ,, . 

OTOte any tettere or inade^nyi^allS'to Miy eourse 01 ' * , ; i 

ioregiilators regarding Lmcoln, te.^d. . ', . . 

gf' ‘Syccmtrast,inthecase(rfKni^t- --‘^•iaCllOI^ ' ?V. .t- .’ r,'.- 

’ jRidder, l:joined -other meri^rs of L ■-, .:^ -|i?> 

bCongress in ma^g direct efforts to . ^ |‘, 

• .^pact the adn^trative ■ heirepapers^^mbin^ftP^onsra^^ 

,=*heJOA proceeding, Rjegl^ wote. j.„.^g;joA ' -> ~ ■ *■■ •. . 

' % Those efforts, he ^ ■>• .wiffiam Keating, Charles’ brother, 

■ jgan.28,I988,letter.frpml6hhcb^^ ^Sin of the DNA, JHe.^ a 
congressmen to then-Attomey u^er- jntjipgovenimehf s^^ 

gfil EdwinMe^in, who ym ' ' .j^jncoln matter he-'^ a djr^- 

^g the Free Press ..proposed-JOA with . American Continental, its parent 
•ihe News..- 1 ;;■ ^ J' •’■’■' ;j»nioany. for about a year, ^he smt 
81,.. Meese said Thur^y he-hever -with ne^gepce. 

^ew about the letter. ‘At ngttoe was Keating has refus^ to dis- 

I influenced dr.-contacted by .anyone, but his lawyers are todng 


C^tokeepmefromb^gdontacted ^fSStoTw^lS^onW-. 

=lby anyone from the outside. • ; represented;. the JOA omo- 

Meese approved the JOA in 19^ J ^ taction ' ^ Kie^e s 
i$ut it didn’t begm imffl Npv. -27 ^ ^ “Oh. my God! Very^deyer..;' • 


{news and editorial functions remam ^ direct comparisons to the 
j separate and independent. • ■lincolnmatter. <• .?i - 

I Riegle said his actions m neither 'i'#riyife"yr|^ting _ 

{case were improper..-_i-'.-. - '^' ,' 4., .•"«ggunds'-much irioie rnfflerhanded. s 

Differences m 

1 cases haye some major major dffferdice, he.saiS, w^ 

I The goyemment Im 6f contribiifionsfrom Knight- 

I billion fraud and racketeemg suit jy^jg^ jg Riegle, compared to the 
, ■ I against Keating, sey^ r^tiy^ and ^59 Keating and hiSi?assodates 
I other people in the Lincoln ^^^g for the senator’s succ^^l988 

- [Keating also faces criminal myestiga- ^g^gg^gg campaign. -'5 

Itions, ■ . ■ /nie Federal Hectioh Gcmiihission 

{ No suits haye been filedagamst xhvisday it is inyestigatingjie 
. [Knight-Ridder or the Free ftess al- political contributions to^Sen. 

hedging fraud in the JOA matter. _ . McCain, R-Ariz., one of the fiye 
k In addition, a computer ^ch of J ^ gggg offidals 

[campaign cpntribution5.for,ge^ tiie i^ew-^uld extend to the 

U987-88 showed ntfr^nM > 

.Ifrom offid^df ^Mbst-5nem^ of Midu^^’^n^^ 

■ iNews, &ii2it^dd^f m^oodnnal Adetraiioh would not cqmr 


>^i^Jlebintf-4far’iniM»h’ . other senators, but the JEtWcsQjnunit- 

miluil ^ jgg is.;considering whether uitlpen a 

*’ .Howev^, Rep. .William Ford, a . formd mve^gation of-,their conduct 

Tiilirt .lino nnnnetvl f’VlA TOA" « •»^#rnln4'Ok«> '•.nn/1 ernnf 


NBd-level regulators .<and some 
memb^ of Congress are, worried that 
the intervention by the senators de- 
layeda federal takeover of Lincoln and 
stilus increased the taxpayers’ cost of 


/.Demom .v^o h^, opposed .the JOA, -' 
s' sad he ffid’ .not agn the delegation 
jjetter to Meese b^use he thought, 
i j^eese had acted unethically when jte 

worked for .President Ronald Reag^ |UlUb liiL^iCddCU uic lOApajrtxo wav wx 
- and because'he thought the letto.'^ „«the collapse to the current j^timate of 
L improper intervention,' . ctopre th^ $2.3,1^^ " 

•L “I tiioughtit'j^ aslqhg uS-fori^ TsSiiations of ; the 

S much,’’ Ford^sad' of Knight-'Kdder’.s ^MiaiiS-based KnightrRidder and the 
; request for the letter. - -‘ •phoenix-bas^ Amkican Gontihental 

: Chapman, now chairman of Kiu^t- were amilaf . - ; 

Ridder’s^;exeaitive .^mmttee, ;c»n^ Both ^ae 4 MitK)f-stato firms with 
; fimedihastafem^tThuredayto^ -•jMchigan-outletsandMi^ganjobs,}ie 
met with Rieglejn;'Miami in Jain^ ' ^d, referring to the Free Ptess and to 



TTCIA yx tTl^TV^XCU «4VU1.VU.X^^ ^ 

. "letters senbby both public officials and Riegle not^ that &e Fr^ Rress had 
|~^private’dtizens-1h!M(higafli*’ •^Slap!'”^pra&dthecbmpany's,plan,anceaban- 
‘"-mah said./“My colleapfes ... and I' doned, to expand the hotel and re- 
— i-t.i X- U.V , ..... reputation” of 

Group, ihe Keating- 
. ... 9 ^coii^rbti^d' partnership that owned it. 

pie iettatoffieF^ Press is jiart' . /‘Obviousty,’* Riegle said, “he 
"of v^t4ppe^ .tq.be a new, aggres- .jfkeating) pa^^ the judgment of your 
S^hive tactic'-by iRiegle to defend his ' J,tiewspaper. Ifebrotiier has airne into 
p- conduct in the'lancqln (tontroversy. . town to run the JOA.” 

Duiing,ffie last tiyo months, Kq^e ' 
has avoided extensive inedia iiiter- ' 
views (HI Lincoln, saying the Ethics 
j . Committee^was the proper forum tor 
l,“"ffie.mattet..: - , . ~ 

\ T yJnir^ent days, however, Riegle has ' 

.g^ted inore mtendews and is now on 
.f.-4-to^%yiMpto Michigan in which 
he ism'eetihgwith television reporter, 

F- ■newspaper ^torial boards and others 
I to discuss Lincoln and other matters. 

I K-Riegle has retumed*'^78;2fi0 p- 
^htti^utions firom Keatmg and his. . 

. ^saJpKites. Top federal ^i^ulatciis- 
: ijavesaid in sworn test imony that they , 

• were not inflilenc^ by Rie^e and the- 
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tthics jnqu^y may not bei 
olitically fatal for RIegll 


(Mbate pagt. n«na of 
naarapapaf. dly and atate.) 


Date: 

EdHion: 


TWe- 


Detroit News 
Detroit , Mi . 
12/24/89 
lA 


Sen. Don Riegle 


Cliaraclar: 

f « 

jidasaification: 
Emitting Oliica: 


58-PX-41605 


Detroit 


?y Gregory Gordon 

petroit News Washington Bureau 

WASHINGTON - For the first 
tune in his 22-year, congressional 
career, Sen. Donald Riegle, D-Mich., 
faces a formal ethics investigation by 
his peers — a development that’s 
sure to distract him in coming 
months. 

The Senate ethics committee 
played Scrooge to Riegle and four 
other senators -Friday, announcing it 
voted to start a "preliminary inquiry” 
into their ties to Charles H. Keating 
Jr., who ran California-based Lin- 
coln Savings and Loan until it col- 
lapsed last spring. 


. Robert Kurz, a guest scholar at 
Lhe Brookings Institution, said the 
investigation "certainly becomes a 


Mtxing: 


preoccupation and a distraction” for 
the senators. But "it need not be 
fatal” politically, he said. 

Indeed, no Senate ethics investi- 
gation in history has led to expulsion 
— although Sen. Harrison Williams, 
D-N.J.,. quit in' 1982 as the Senate 
moved toward expulsion after his 
Abscam bribery scandal conviction. 

ON THREE other occasions in 
this centuiy ethics inquiries led to 
public reprimands or censure. They 
were matters involvings Sens. Her- 
man Talmadge, D-Ga., in 1980; 
Thomas Dodd, D-Conh., in 1967; 
and Joe McCarthy, R-Wis., in 1954. 
In each case, the reprimand resolu- 
tion denounced conduct that brought 
the Senate "dishonor” and "disre- 
pute.” 

In Riegle’s case, the panel’s vote 


to proceed with an inquiry already^ 
under way means the third-term 
Democrat failed to brush aside alle- i 
gations surrounding his efforts to aid[ 
Lincoln after his 1988 reelection 
campaign got $78,250 in contribu- 
tions from Keating and associates. 
Riegle sent the panel a six-page letter 
in his defense last October. 

The other four senators — Alan 
Cranston, D-Calif., Dennis DeConci- 
ni, D-Ariz., John Glenn, D-Ohio, and 
John McCain, R-Ariz. — attended 
two meetings with federal regulators 
on Lincoln’s behalf in April 1987 
after receiving hefty campaign con- 
tributions from Keating’s forces. 

"The fact that the ethics commit- 
tee found sufficient evidence to move 
forward is certainly an indication of 
the serious nature of these allega- 
tions,” Kurz said. "It’s premature to 


I judge the outcome, but it means that 
you begin the new year with a cloud 
over part of the Senate.” 

DAVID KRAWITZ, Riegle’s 
administrative assistant, shrugged 
off concerns about his boss’ ability to 
do his job and chair the Senate 
Banking Committee while huddling 
with his lawyer about the inquiry. 

; . "He’s a tough guy,” Krawitz said. 
"Ever since this whole story has 
broken, I’ve seen him work m hard as 
ever. We’ve been actually accom- 
plishing a lot legislatively and we 
have high hopes to accomplish a 
great ded in the new year.” 

Fred Wertheimer, president of the 
citizen’s lobby Commoii Cause that 
requested the investigatipn, said his 

"^''»ken 


the correct and appropnalc 
far.” 

Riegle and his colleagues, dubbed 
the "Keating Five,” also face a pre- 
liminary FBI investigation and could 
J>e called to testify at further hearings 
on the estimated $2-billion Lincoln 
collapse before the -House Banking 
Committee. 

Congressional sources say staffer? 
•on the House panel are divided oi* 
whether to urge Chairman 
Gonzalez, D-Texas, to delve furf-he-. 
into the senators’ politically embar- 
rassing role. 

Senior Democrats in the* House 
and the Senate reportedly have tried 
to dissuade Gonzalez from pursuing 
the senators further because the po- 
litical revelations could damage the 
party’s chances of retaining Senate 
control in uDcomin<? 
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Ethics Committee Steps 
Up Probe of Riegle 


KfiBYDAVroWlLLMAN ; ’ 

Washmgton Staff 

L Washington — The ..Senate 
IfaStlucs Gommittee, ^er a lOrweek 
r review,,announced Friday that it will 
lijegin a'more fonna] investigation of 
I Michigan Democrat Donald . Riegle 
|..and four of his colleagues and their 
l invoivemeht with former savings- 
pnd-loan owner Chmles Keating Jr, 
r The committee said it was ad- ’ 
l^i^cmg its initial review to a prelimi- 
nary inquiry based on advice from its 
i I pedal outride counsel .. j 
I • “Fairness to all requires a thor- 
ou£^ and complete review cf all 


relevant &ctS'.and drdnnstances/’ 
the committee said in a writt^ 
.•statement ■‘s-. r,.* ••• ’.f" i 

, The decision essen^y obligates 
the panel mmbers tomake a formal 
^dgment voh thOT -cblleagues. 'The 
informal review coidd have been 
dropped without any ofGdal oondu- 
sions. 

The x)ther senators m:e 
Cranston, D-Calif.; Dennis DeCondr 
ni, D-Ariz.; John Glenn, D-Ohio, and 
John McC^, R-Aiiz. The five ob- 
. tained$1.4nMoninp61iticalcontri- 
- huti6ns -&bm Rearing and his asso- 
dates and intercede -with federal 


Character: 

or 

Cteatlficaflon: 
SubcnKlirtg OHica: 

Indaxing: 


samgs ^ loanr^iilatcHrs rmKdit- 
ing’s behalf. ' ji 

. tAU five senators ^d ibwam 
■^kesmen that theyTvelcomed A 

J- 
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. 4 ||vesrigarion and expect to be exoner-? 
aed. , - - . . I 

1 Riefje's" administrative asristant 
David Rrawitz, said the senator woul^ 
Slot comment further. 

Rie^e has said he did nothing more 
for Keating, whose company owned 
;the Hotel Pontchartrain in Detroit, 
:;than he would have for any other 
constituent He has returned $78,250 
in Hearing contributions. 

■ . After the Ethics Committee 

laundied its first review, Riegle hir^ 
Wariiington lawyer Thomas Green to 
handle his defense. 

,The committee also announced it 
• would move to a preliminary inquiry of 
Sol Alfonse D’Amato, R-N.Y. A for- 
mer opponent has accused D’Amato of 
improperly seeking favors for cam- 
prign contributors from the Depart- 
ment of Housing and Urban Develop- 
ment 

According to a Senate source, the 
committee authorized the savings and 
Joan inquiry after its two most senior 
members. Sen. Howell Heflin, D-Ala., 
and Sen. Warren Rudnian, R-N.H., 
received a recommendation from the 
Vspedal counsel, Washington lawyer 
^Robert Bennett 

a The new stage of the Keating inves- 
'tigarion allows Bennett to subpoena 
''eridence and witnesses, said the 
■jaiurce, who spoke on condition of 
^^onyniityrBut a Riegle spokesman 
'.said .the senator already has given 
!fB55itlll'dDCumriits. 


P^'^e Ethics Committee’s statemenl"* 
I emphasized that no wrongdoing has J’ 
' been established, and said ^e commit- 1. 
4ee has taken no position on “the (j 
^erits of the allegaribns or the weight 
ira the evidence.” | 

||| The federal go vernment has filed a|| 
fil.l billion avn racketeering lawsui| 
fegainst Keating, former owner ofith® 
'jllrvine, Calif., lincoln Savings and Doan 
|, Association, accuring ’ him of lootog 
She thrift’s taxpayer-insured deposits. 
iKearing faces myriad other federaliand 
state investigatioiB. ' _ 1 

The suit also n^es Charles K^t- 
bg’s brother, William Keating, clto- 
. man of the Defroit Newspaper Agen- 
cy, who was a director of his brother’s 
holctog .company for about, a yp^. 
William KMting, who is charged with 
negligence, report^y is trying to. 
gotiate to be dropped from the suft in 
'exchangefor cooperatmg with the gov- 
emment. 

The Justice Departmrat’s public- 
integrity section also is inyestiga^g 
the five senators’ dealings with Charles 

I ^^^e senators met twee wth regu- 
lators in 1987 to relay Keating’s *m- 
plaints he was being harassed. Wpgle 
^■attended oidy^ the secmid meeting, at 
1 which regulators disclosed stjiey 
I planne d to seek criminal in vestigation s 
i-6f-Ke3llllg:'*^ , . ‘ .-v ...... 


I • Riegle, Glenn and McCrin have baid. 
5 =tiiat they then ceased dealing jvithf 
r I eating. DeCondni and Cranston con-1 
y nued raising money from Keatingjanq 
* ({ept contacring regulator on hisj be- 
half through April. . I 

f' Under Ethics. Committee pr|>ce- 
dures, the jcommittee first determines 
•i^ether (here is. reason to believe 
^'Senate rules have been violated. If (hat 
ds established, the committee dhen 
‘fries to fed out whether ther^ is 
jsubstanriar evidence of violation^, a 
higher standard of proof. - ! 

If the -committee agrees that ^I> 
stmrial evidence exists, a final inv^ti- 
^garife begins. If rules violations | are 
Pfound, punishment can range from 
..f^pprimipd to expulrion-fronr^fSc^ 
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T«*c- CHARLES KEATING 


i ^ tpay tax^. Only the little 
^lepay taxes. Elizabeth Baum, 
imsek^er, quoting her employer 
i^)m Helmsl^ during HelmsWs tri- 
til for tax evasion. 

it can t be helped. A case in point: 
l^na Heimsley. 

t The self-styled queen, who preen^ 

about her posi- 

||on and power 
in hundreds of 
“^s forlier hu^ 
band's hotels 
(‘“fhe only Pal- 
■ ace where the 
queen stands 
guard”), was 
sientenced last 
week to four 
years in prison, 
i $7.1 million 
^e, 750 hours 
of community 
service in a 

liome for drug- 

Addicted children, almost $2 million in 
back federal and state taxes, tln;ee 
^ears probation and court coste. 
r She had it coming. As U.S. District 
Judge John M. Walker Jr, put it, h e r 
^conduct was a product of naked 
ffeed.” She believed she was “above 
the law and displayed no remorse or 
contntion.” 



j Hdmsley was convicted in August 
on 33 felony counts, including evading 
$1.2 milhon in federal income taxes by 
foudulently billing $3.1 milUon in per- 
and home expenses to the $5 
IjJlion hotel and real estate empire she 
,Md her husband control. 

(It wsn't because the hotel queen 
pinched for money, Forbes maga- 
her husband Harry is still 
^ora $1.7 billion, although his empire 
K sharing berause of Jiis mental prob-- 
l^s and his wife’s interference and 
ipismanagement. 


Even' Leona’s own lawyer, (5erald n 
Feffer, called her a "tough bitch” in I 
cou^ He hoped'to defuse some pfjhe ' ' 
testhnony to follow about her outra- 1 
g^us cruelty to employees, her ejqilo- 
sive tantrums, her insistent.demands 
for cutbacks on purchases and her 
petty refusals to pay suppliers and 
tradespeople for enormous amounts of 
goods and services. 

But, as Feffer told the jury,tbeing a 
“tough bitdi” isn’t against ;the law. 

. Neither is ugly intimidation of employ- 
^ and servants or pushing a husband 
into disgraced senility or spending 
money outrageously or mismanaging a ' 
huge business enterprise. 

The best defense he could come up 
TOth for her was that her employees 
jugged the -books just so they could . 
stay away from her because dealing ^ 
with her was so unpleasant The feeble 
argument didn’t work. 

Leona went through the Palace 
Hotel, where ^e kept her office, and 
other Heimsley properties like Alice in 
Wonderland’s Red Queen, ordering 
heads to roll for .-no reason, making 
■ outrageous demands and spevung vin- 
dictiveness and anger. Althou^ she 
usually acted kissy-ld^ cutesy wffi 
her husband in j^blic, she did call him 
“you old moron jerk” in front of others 
and told him to butt out of her dealings. 
Ihcreasihgly, he did. , 

O “lamL^naHelmslqrandl^do 
^whatever I want to,” she said again and 
again. , • 

^d she did — ; whether 'k was 
taking the once well-regarded Har ry 
Heimsley away from his devoted wife 
of 33 years pr btqdng $2 million bau- 
bles or chewing out a delivery man 
over a -$5.95 ..charge, or ..putting a 
$12.95 ^rdle from Bloomingdale’s and 
a $58 leg viraxing on a -hotel business 

account 

' ’■ Sheliedaboutherage,whichisnow 
69. And she forced her adveitfeing 
agency to nuike her photo^ph yell. 
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'T»!33rtaccount, exeqjtives did with 
technolo^cal advances in retouching. 

-Before the sentendng, Feifer told 
ie,judge ^t'lioona has been ‘Iridi- 
led, abused ^d humiliated in an 
iprecedented way having nothing to 
So with her wrongdoing.” The crowd 
•taunted iher as Sie and her ailing 
.husband left the courthouse. 

' TTie punishment she 1ms been tak- 
.ing will certainly •continue. The Har- 
ivard Lampoon Parody of Forbes' annu- 
al issue on the ridiest people in 
America, ior example, has a fold-eut 
•mctur^-pf :Le^; |n-adail^tripe bikini 
s pretch^ out smiling on a fur rug in a 
p^n cell with the caption, “Lwna 
Ifelmsely ’welcomes you to the only 
p^ce in.the world .where tiie queen is 
under guard.” * ' ■ 

• But it’s hard toheep a ^oat going 
for long. AsFeffer toldtte court, being 
a "tou^i bitdi” isaot a crime. Neither 
is meanness or marrying up or v^diat a 
p Wchologist has "malignant nar- ‘ 

c fesm." What is a-crime is cheating 
t layers. 

, : If LecHia gets four years in prison 
{and a $7.1 million fine for bilking the ' 
liberal government out of.$1.2.mfllion, 
that’s fair play for Charles Keating? 
li lihe financed games he played wiSi| 
|pncoln Savings and Loan Association 
|4may cost ta^yersMbout .$2.5 billion..| 
• O&er mismanage and manipulated-! 
i:B&£s inust belied out with at.least _ 
$50 billion- — pro^bly much more — ’ 
;iq.ta3q)ayers’ doUiuk. ' 

Keating has taken theprecaution of 
|d|listing Sie hdp (J five prominent 
l s|)nators (with $1.3miliion in campaign 
funds, ior ei^ple) who have run 
interference with hun. in regulatory 
i circles. The little i>eople who do pay 
taxes almost certainly are never going 
ito get thet $2.5 billion or their $50. ; 

|:»hillion-r- back andprobabty won’t even ■ 
have any good Keating jokes to.shp^, 
ifor it, let done a dmce to gloat 

' CWcago Tribune ^ ,, r ♦ / / ’ ’ 


\ r 




HV3S0 (Rev. 5-8-81) 


(Mount CippinQ in Spaee Below) 


Dn^ped from S & L lawsuitf^ 
DNA!s Keating remains silent • 


By Michael Clements 

Detroit News Washington Bureau 

WASHINGTON - Although 
Detroit Newspaper Agency head 
William J. Keating has be en dropped 
from a ^1.1-biliion lawsuit against 
his brother, he still declines to an- 
swer questions about the case, 

Chicago lawyer Chester Kamin 
said he advised Keating not to dis- 
cuss the federal case while it remains 
in the courts, Keating, the president 
and chief executive officer of the 
Detroit Newspaper Agency, did not 
return a call to his office. 

Resolution Trust Corp., the feder- 
al agency responsible for handling 
savings and loan bailouts, filed a 
notice Friday in Phoenix to dismiss 
J Seating as a defendant in a lawsuit 
i [gainst his brother, Charles, and 
^ther officers and directors of Ameri- 
can Continental Corp. 


'I'he corporation is the pkrenh 
company of Lincoln Savings and 
I^an Association of Irvine, Calif.J 
>vhose failure may cost taxpayers as 
much as $2 billion. . 

Kamin said Keating was dropped 
from the lawsuit because he did not 
have a substantive role in the opera- 
tion of the corporation. "Bill knows 
very little about this,” the attorney 
said. ' 

William Keating, who served on 
the board of his brother’s corpora- 
tion for five months in 1986, was 
named in three counts involving the' 
failure to fulfill the directors’ duties.} 
He was not charged with fraud and 
racketeering. I 

Asked if the charges were dropped; 
in exchange 'for Keating’s coopera-j 
tion in the case against his brothe^ 
Kamin said, “I can’t comment o? 
that. I can only say I would be ver 
surprised if anyone in the goveir 
ment would support that statement.^ ^ 
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Gartoonists^ 


pen Riegle 
to the wall 


By Deb Price 


Detroit News Washington Bureau 


WASHINGTON — Editorial 
cartoonists are drawing national at- 
tention to Sen. Donald Riegle’s effort 
on behalf of a tottering savings and 
loan run by a prominent campaign 
contributor. 


While many ^f the Senate’s 100 
members are relatively anonymous 
beyond their own states, the Michi- 
gan Democrat’s face and name have 
been introduced to newspaper read- 
ers around the nation in a context of 
ridicule. 

‘‘With every new account of $500 
^r more, you get this U.S. sena^pr 
Moll to have in your pocket, " said ^n 


I S&L teller drawn by Bruce Beattie' of 
‘[the Daytona Beach News- Journal in 
Florida. 

"The trick for the cartoon,” Beat- 
tie explained, "was to do a cartoon 
that highlighted not just one or two 
of the senators — John Glenn or 
Alan Cranston — but the five of 
them all together to highlight their 
involvement as a group.” 

Similarly,' Jim Borgman of the 
Cincinnati Enquirer chose to focus 
On all five rather than just his home 
'State Democrat. “It would almost be 
Incorrect to single Glenn out at the 
expense of the others,” he said. “I 
think they are of a group now in the 
story and in people’s minds.”' 

' In addition to Riegle, Glenn and 
Cranston of California, the group 
includes Dennis DeConcini and John 
McCain, both of Arizona. 


ASKED IF recent cartoons he’s 
seen are fair, Riegle responded: “Car- 
toons are only a caricature — not a 
•complete picture.” 

Actually, the satirical drawings 
may not cause lasting political dam- 
age, one scholar said. 

^ “For relatively ordinary mortals 
like U.S. senators to be suddenly 
cartooned strangely is not inter- 
preted in our celebrity culture as the 
mark of Cain but rather as the mark 
of prominence,” said Stephen Hess, 
author of The Ungentlemanly Art, a 
history of American political car- 
t oonmg. 


Cipp<no in Space Beiow) 

" ^ ^In a o me ways, it is a baromatminL 
‘I have arrived.’ ” 

If so, they’ve surely arrived in a 
' pointedly humorous way. 

Borgman, satirizing a contention 
the senators merely were helping a 
constituent when they met with fed- 
eral regulators over a troubled S&L, 
^ew an average voter having no luck 
getting their attention, 
f “A meeting of powerful senators is 
^convened to protect the interests of 
Joe Blow, who has not contributed to 
their re-election campaigns,” he 
wrote imder.a cartoon showing the 
.senators’ empty seats. Joe Blow 
waits alone in a cobwebbed room 
right out of the home of jilted Miss 
Havisham in Charles Dickens’ Great 
Expectations. 

“I have to think that if someone 
walked in off the street, they’re not 
going to get that kind of attention 
'from five powerful senators,” the 
Cinciimati artist said. 

These cartoons and others rebuke 
the senators for meeting with regula- 
tors about the Lincoln Savings and 
Loan of Irvine, Calif., after its presi- 1 
dent and his associates gave them a 
total of $1.3 million in political con- 
tributions. All five senators have 
denied wrongdoing, arguing they 
merely were pursuing banker Charles 
Keating’s claims that he was being 
harass^ by the regulators. I 


MANY OF the cartoons focusing 
non the five senators were published 
as the House Banking Committee 
»held hearings on the scandal. Com- 
mittee Chairman Henry Gonzales^ 
D-Texas, has said he may hold mop 
^hearings when Congress returns pn } 
k anuary, which could make the senli- 

I ors editorial page targets again, ^ 
Such lampooning has had apdliti- ' 
cal impact in the past. . , ^ ^ 

New York Cityts “Boss^ William 
Tweed, who went to jail after stealing 
public funds in 1873, had proclaimed: 
“Stop them damn pictures. 1 don’t 
care so much what the papers \^te 
about me. My constituents can’t 
read. But, damn it, they jean see 
pictures.” 

The appearance of impropriety b 
an old standby for cartoonists. And it 
is that appearance — which is being 
pursued by a Senate ethics panel — 
that has made the five senators a 
natural tai^et, several cartoonists 
and analysts said. 

“It’s just a nice subject for car- 
toons, like fires on the 6 o’clock 
news,” remarked Martin Linsky, an 
^riQfmrtor at Harvard’s School of 
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! j|But seasoned politicians are apt 

3 [be flattered by artistic lampoons./ 
“I’ve had people call the first time 
ey were in an editorial cartoon au/d 
say they felt they were now a legilS- 
mate public figure,” said Bill Schon 
of the Kmsas City Star. Otiier car- 
toonists cite simil^ calls. 


f RIEGLE AIDE David Krawit? 

a id the senator has been in manv 
atoons during his career, a few gf 
wihich the staffer has hanging in his 


Washington office. The senator’r 
st|iff has not been collecting cartoon* 
atfout Lincoln S&L, Krawitz said, t 
ft Several cartoons play off of the 
failed thrift’s name. Mike Ramirez or 
Copley News Service showed the 
senators standing shame-faced be- 
fore a teary “Honest Abe” Lincoln. j 
Paul Conrad of the Los Angeles A 
Times pointed a gim at an unsuspect- ( 

ing Lincoln, alluding to the assassi- ^ 
nation at Ford’s Theater. “Who shot 
Lincoln S&L?” his cartoon asked. 
Multiple-choice answers featur ed the 
five senators’ names. {TSa^HEl^? 

Schorr of Kansas City portraygdRCHEO. M 
Keating as soxmding and looking liE&!AUZE,Rj 
Lincoln. With top hat and whiners, 
he stood behind a lectern an^ de- n c ( 
* clared, “You can buy some on the 
j Senate nil of the time . . . and gU of 
^ the Senate some of the time.” w 
In another Schorr car^ 
l)ig-time contributor Keating \ 
dressed as Santa with the senators in 
a bag over his shoulder. “The g^ 

?Smf te6f)s on giving,” KeatingrsaSd. 
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JIM BORGMAN/Cindnnati inquirer ’ 

A cobwebbed citizen and five empty chairs make one cartoonist’s point. 


Cartoonist Steve Benson of the Does it mtter if somwne 

rizona Republic dressed Keating as never l»fore bea^ of Don- 

robber and sketched him escaping®^^ sees hun m a cartron. 

'er a bridge made of the five sena- ,/The only way a cai^n is really 
-fs. -Just helping a friend,” the®ffective m forming an impression o 
tptionsaid. I a politician is if the cartoon is one of. 

I the few places where the people get 
BUT DO political cartoons do^posure to the politician,” said 
lythin^ more than elicit a laugh or Rwhard West, who edited a now-de- 

^ fimct journal on cartooning. 

I “If this story stays in the press a 


long time, it could have long-lasting 
problems for Riegle. If it is the issue 
of the month and dies out quickly, 
the image in which he is portrayed in 
political cartoons, I think, will have a 
negligible effect on his future.” • 
Hess agreed. “Don Riegle would 
have to stay in the news a lot longer 
than he’s likely to do for his partici- ^ 
pation in the affair for it to stick to 
him like a mud ball.” 


II Cartoons are 
only a 

caricature — 
not a complete 
picture.W 

U.S. Sen. Don Riegle 


Yet cartoons could prove annoy- 
ing in a national campaign. 

“It is possible that these cartoons 
could be one of the few bits of 
exposure the public has to, these 
senators who are outside their 
states,” West said. 

“The people of Michigan have a 
lot of ways to judge their senator. ... 
(Elsewhere) this may be the first 
time they’ve even heard of the guy. 
And if the cartoon is particularly 
memorable, it could form their long- 
lasting perception of him. . . . This 
could be the only real perception that 
a lot of folks have of his service in the 
Senate.” 

But Riegle isn’t worried. Asked ifi 
he thiiiks cartoons could hurt him| 
he replied: “People make their judg/' 
ments based on facts, not cartoons.l' 



RAMIREZ/Coptey News Service 


One syndicated cartoonist depicted a tear rolling down Uncoln^face as he 
fdbsd ths"five senators under investigation in the savings and 16 an scsihdal. 



TD-350 (R«v. 6-8-81) 




(Mount Cippinp In Space Bebw) 


(Indicate pase, name of 
n aw a p a pBf, dty and atate.) 

Detroit Free Press 
Detroit, Mi. 
12/30/89 
Emm 8 A 


I.* 



lawsuit 

t 

BY WILLIAM F. RAWSON f 

Associated Press | 

PHOENK — Federal attorneys on 
Friday dismissed William Keating as a 
defendant in a $ 1.1-billion lawsuit 
stemming from the failure of a savbgs 
and loan owned by his brother Charles 
Keating’s American Continental Corp. 

William Keating was one of several 
family members and American Conti- 
pental executives named in a suit filed 
in September by the Resolution Trust 
Corp., the federal agency responsible , 
for cleaning up the thrift industry, i 

William Keating is president and 
chief executive officer of the Detroit 
Newspaper Agency, which prints and 
sellsj the Free Press and Detroit News, 
and [chairman of the board of the 
Associated Press. 

keating, reached in Cincinnati Fri- . 
dayinight, said he had expected to be 
dropped from the suit, but refused to 
pro^dde any details. 

‘|Well, that’s right. I’m really not 
going to comment on it or discuss it 
with you at all. 

‘ft was dismissed from the lawsuit 
and;that’s all 1 have to say about it. ... 

I really don’t have any intention of 
disqissing this vrith you or anyone with 
thelFree Press,” Keating said. 

Pe suit, filed in U.S. District Court 
in Phoenix, accused Charles Keating, 

, several family members and other se- 
mor. company officers of devising a 
schpme to loot Lincoln Savings and 
'Loan Association of Irvine, Calif. 

The thrift was seized by federal 
regulators Api^ 14, one day after 
American Continental filed for reorga- 
ni zation und er Chapter 11 of federal 
, bankruptcy laws. » 
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William K eating was no Urmsed- of 
fraud and racketeering but was named 
in three of 15 counts and was accused 
of negligence and breach of fiducial 
duty. He had served for five months in 
1986 on the American Continental 
board of directors, according to Ches- 
ter Kamin, his Chicago lawyer. 

A source close to thrift regulators 
had said earlier that Keating was 
negolaating to have himself dropped 
from the suit The source said the 
• government hoped to gain Keating’s 
i. cooperation in the prosecution. 

Attorneys for the Resolution Trust 
Corp. filed a notice in federal court on 
.Frlijay that Keating had been dis- 
missed, without prejudice, as a defen- 
dant, in the case. 

kamin said that because the dis- 
mis^'^ is “vrithout prejudice,” it was 
possible, though unlikely, that Keating 
could be reinstated as a defendant in 
the, case. 

jl^either Michael Manning, a Phoe- 
nbc jjawyer who has represented the 
Resolution Trust Corp. in the case, nor 
P. John Owen, a Kansas City lawyer 
who signed the notice of dismissal on 
behalf of the Resolution Trust Corp., 
hfj'Tfeached for comfliOAt. 
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1 Charles Keating 

• > A fonnk aide to Charles Keat- 
,mg^old|he Free ftess tlrat Keat-, 
! ing attempted to discover'the con- 
5 'tents or the Enquire story in 
advance. AAct Keating consented 
<• to an interview with the editor of 
the Enquirer— but not the report- 
tt,Trfiose, byline appeared on the 
I piece a profile ran without any • 
reference to the parly. 

;.:-Gwrge Bl*e, editor of the 
uiQuirer, acknowledged that he 


- * i-''*. 

'imoyedtheparty passagelfrotaa 
Dec. i9, 19^, artideby jpeppriter 
MaA BraykoVipA'iBjit he said his 
dedsion was not made 'af .rhariAg 
. Keatmg’s , request, ‘' or because 
Keating’s brothef.-'Williara. is the 
Biquirer’s chairman. ' ■ i ■ 

- -‘VRDiam Keating, •a-focni^.fiu^ 
fisher of the Biquirer, Idt tlat post 
in May 1986 to become, chief exec- 
utive ofBcer of theBetfpit News- 
paper Agency, \diich runs the busi- 
ness ^airs of the Free ftess and 

^Detroit News under the joint oper- 
ating agreement i 
John', Zmiotti, ^e i^qiurer?s 
•currOTt publisher, said William 
Keating’s remaining title of chair- 
• man at the paper i^ honorary and. 

tot he has' no operational role,!!,.,' 

■ At the time the.iEnquiref pul^’ ■ 
fished its story, shorn of refer enqb.' 
-/l^.^Pftob'^/'Charl^Keatog TO 
still sellmg juiik bonds .issued by 
American Continental to Ohioans 
. throng Lintcoln.* 

- ^ ‘least 80 Ohioans,'. mostly 
fi'om the Cincinnati area,.hoiight 4 
American Continerital Cofp, bonds 


(Indtoate page, name of 
nawapaper, dty and state.) 

THE DETROIT FREE PRESS 
DETROIT, MICHIGAN 
0,,,^ 12/27/89 
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Clwaeter: 29A-LA-16309* 

or 58C-PX-14605* 
Ciaastfieation: 

Slimming Olfica; DETROIT 


Indexing; 


KEATING,' -from|fege 1C, . 
oftiie investors; ky the Keating name 
played a pie ii\' [heir dedsioi^. Larry 
iFriedmari, 73, W ^cinnafi,csaid he 
was familiar wi^ Keating’s anti-por- 
hography reputatibh.when'he invested 
$12,500. “We toought they were rep-, 
utable people,” Friedman told the Ak- 
ron paper., - 

Jn Cincinnati, some brokers, who 
touted Keating’s bonds are going out of 
busing and T,V stations, .there have | 
been rurming da^ accounts of retirees 
who have lost tlieir life’s savings in the ! 
[wreckage of Linccilh Savings.' 

-Meanwhile, to Enquirer’s handling 

Jouna report last Some ':S% oS: “ 

•Regarding the Braykovich profile of . 


.See Keating, Page 2C 


. Keating tot ran- last year, C^rge 
|Blake, editor of. the Enquirer, smd he,'. 
I called Charles Keating — whom he’d 
-«k once at an Associated Rress meet- 
|t ing in Phoenks-ri and asked fqr an 
■ interriew after BraykoviA’s.interview 
jjjftquep was spurn^tiV. . 

• '.‘T,r|ust' ftoffie -and -i^d, 
We’re doing a . story' and woidd like 
fyouririput on a’nurhber of areas and 
t here'are the questions,’ "Blake said. ‘T 
|^ read him to questions, and he gave me 
larcUisW^,” • * 

Thestory thatiian — ^thout ref- 
erence to to piSrty —- described Iln- 
coln’s removk frorq tire jurisdictiorrof . 
.to San .Franasco regulators.- as 
t Settiement’’.inv^hichK^ting “appears 
lA oto v i &e tnerged 'pth a ,viciory4l.^... 


I 







■IPatrida'^JSfa^iJp^dhce -Chiles 




in a r^ntsinterview that her ex- 
^;>ss had e^ort^her to hnd out i^t 
Bia^owdi's story mi^t ^y. She said 
;.she was instructed by Keating to an ■ 

’aide to Ehquirer pubhsher Zanotti for 
^elp '* ‘in ^trj^g So "find put iidiat Mark 
iwas trying to put toge&er.*” ■ 

' Johhton s£d<?tbe aide diad -been 
iper^nal Mends of the Keatings ^ce 
%he-hrofliers’^ysi-m Cincinnati and 
' that Qiarles Keating was eager to 
^ soften the blow of any upcoming En- 
^luirer'htaty^v ■, 

• Blit BMe sM he cut out the party 
^details becai^he'dt^t^.^-J^stfll 
doubts -rthe accuracy of tine account 
■ • "J'The htory 'is • •being iembelBsh^ 
Dpiore mdVhore asihfear ft;'*SMe dcu 


have any . trust in the-credibifity of .the- 
whole story as we wei:e,gettmg it .^.,1 
-plied it out.” ■■ ■ «■' . ■•. ' ' ' ; 
i ••"MorerecM%-®Mehasaddressed 
rduestionsabmit-Ae Biquir€^s-(»ver- 
; age of Williain Sweating as pnp of 37, 
^defendants in at^eral la^uit against 
Charles .Keating,, his femily members 
and companies. 

. Williain Keating is. negotiating to 
have himself drppped from the suit in 
.'exchange for his cooperating Tvith in- 
vestigations of ll;incoln, according to 
regulatory, sources. In the lawsuit, Wil- 
liam Keatipg is charged with gross 
negligence jQid Breach of fiduciary duty 
during a periodin 1986 vdien he was a 

■ director of Amracan Continental. 

• On Dec. 17, Blake wrote a column 
. about the Enquirer’s' coverage of 
,• Charles and \Wlliam' Keating. Both of 
the Enquirer’s references to William 
Keating as a drfendant in the f^^ 
lawsuit were brief mentions on inside, 
pagesofthepaper. “Imakenoexcu^. 
•for our play of the story. To ipe. Bill 
Keating*is a man of unflindiihg hones- 
c ty. I would be astonished to find that he 
; had done anytluhg even approaching 

■ . the lawsuit’s charges,” Blake wrote: 

• .^estiohs ■ about Keating-r^t^ , 
coverage at the Enquirer are sirtular in 
some respects to 'questions rqised in 

; Detroit,: where William Keating heads 
; ' the DNA. At t|ie Free Press, some' 
' staffers met vjith executive editor 
Heath Meriweflier recently to 
f questions sdiouti tihe^pap^ s ,tovera]ge 
; of the Keatings, and Meriwether wrote 
a column on the topic. ' . . ' 

• • WPam Keating has thus far -re- 
fuse comment^on all questions cpn- 

.! ceming his brother and ^e compa nies 
t: his brother controls; « • ~ > 


We question judgmenl of S&L senators 

- * /I ■ - j ^ 

■ B does Sen. Don Riegle, D-Mich., • 

I I think the electorate is? In his ■ Baala 

Dec. 8 response to the Free S^r ' ^ElSon ^ '4 BnffiS ' ■ 


H ow stupid, naive and guUibl© 
does Sen. Don Riegle, D-Mich., 
think the electorate is? In his 
Dec. 8 response to the Free 
Press, he compares apples and oi^ges to 
justify his participation in the now Mamous 
' meeting with the regulators of savings and 
loans (“Constituent service and public 
-interest ^e the same in S&L and JOA , 
cases”). This unheard of, unprecedented ' 
appearance by five U.S. senators (the • 
“Keating Five”), all recipients of large 
campaign contributions from Charles 
. Keating,.speaks for itself.. ■ 

. Sens. John Glenn, D-Ohio, and John ; 
McCain, R-Ariz., wrap themselv^ in the 
fiag. Sens. Alan Cranston, D-Calif., Dennis 
beConcini, D-Ariz., and Riegle say that we 
impugn their honesty and their motives. We 
don’t question their patriotism or their 
honesfy. We question intelligence, 
judgment and their priorities. , . , . 

When personal and private interests 
have priority over the public welfare, their 
motives are obvious. ; 

D.J. Bennett 
Tecumseh 


Why did they so mu^? . 

A million dollars a day is a conservative 
estimate of the amount extracted from 
the stock and bond holders of Lincoln • 
Savings & Loan by Charles Keating and 
his cohorts, from the time that our several 
senators decided that no action need be . 
taken. This probably does not seem like 
much to the senators, but to many of us 
.4his amount seems appreciable; 

The involved senators, after the usual 
-investigations, will, df course, be - 
indicated and/or exonerated; and &e 
"-ihatter will be eventually forgotten;' ' • 
There remains one question to which a 
• directjnSJuer is needed: Sen. Riegle, why 



t 


.'.'•■/a 





did Charles Keating favof you to the 
‘ extent of- more than $78,000? . .. 

Donald Bunker 
FUni- 


Give goveratnent back to jieople 

Recently, ’the media havc;had h 
niunber of news stories and editorials 
regarding the multibillion- dollar ^vings 
. and loans scandal, which may cost the 
people more than $200 billion; In • - 
addition, there has been the HllD scandal 

■ and many others (Walcrgate, Abscam, 
Koreagate, etc.). Most of these have been 
caused by greedy, selfish interest groups 
and corrupt government officials who 
have sold out our democracy. 

If-webope to prevent our government 
• frorn beconaing both morally and ' • 
financially bankrupt, y?e must take back 
government from the rich and greedy and 

■ restore it to all the people. '.To accomplish 


this, we must'fuDy •implement the First 
■T^endment, which- pves the people the 
light to petition the government. At • 
present, only the selfish, vested interest 
groups' can effectively petition the 
• government because of their obscene 
amounts of money .and their shrewd - 
lobbyists.- . ' ■ , •• . • 

- We, the people, are entitled to the - 
right to petition the government, 
.effectively through a national voter 
. referendum. This would enable the . - 
people to initiate and vote on legislation 
and constitutional amendments, similar to 
the referendum process in Michigan and 
22 other states. Without a national voter 
referendum to right what’s wrong -with ' 
-'our government, our country may be 
headed for an econoniic catastrophe that 
...could lead to a revolution.. . ■ 

f James F. O’Neil 
• J^ational CMiman ^ 

We the People * ' S, 

Livonia % 
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. &ee Rtess Busini^ Write. .. \ •' , 

. ■'•'.t'i^ idncqlri Sayings &3iOan As- , 
. '.sodation un^^vded jnto. <the na- 
''.;iioh'^%orst thrift debade; owner 
Charles Keating carried on a non- ' 

• stop tetjJe against iederal thrift 

• regulators hut won few, clear-cut 

-wdories. . 

' - May 26 ,^S 88 , w^ M oxcep- 
; tidii. That (ky, M. Jtenhy Wall, the 
• ; top regulator^ tmd .tranderred 
■' oversight of Keating’s Uncoln Sav- 
ings .-.unit ,fo.. Washin^oh, D.C., 

^ from San Francifeco, where federd,. 

’ regulators Were denouhdng Keat- '■ 
in^s business practices and urging 

• axrinjinal investigation. . ; . .. 

Wall's decision touched off 
■ what the Arizona Republic recently 
described as a, champagne- 
splashed, window-smashing cele- 
bration at the Phoen^ headquar- 
ters 'of JKeating's ’ American 
Continental Corp., Lincoln’s par- 
ent . ■- ' •! 


'a;.:K^^gbimself struck a^ uper- 
riian pose and pulledopen his shirt; 
sxpomg a s^ and crossbones 
over tte.letters FHLBB (for Fed- 
eral Home Loan Bank Bo^d), dg- 
nding his mastery of the’ van- 
.quished r^ulators, according to 
ffieTlepublic’s account 

The revelry flew in the face of 
Keating’slong-hohed reputetion as 
a draitlaced moralist vriio’crusad- 
ed against pornography in Cincin- 
nati and M Phoenix crow& in 
saying the -rosary. " ■ 

• Since the Republic published 
^detailsi of the.party on Dec. 3, the 
Free Tress has -learned that a 
Cincinnati Fnquirer reporter 
wrote a similar story a year earlier, 
while American (ontinental 0)rp. 

■ was still peddling securities that 
have become virtually worthless 
i^i^^ts .^blnkruptcy filmg > 
Aprfl. But the paily story never 
ran in ^eatin^s hometown paper,- 
. whoseiex-publisher and still <hair- 
. :nm is William Keating, Charles’ , 
younger brother. • 

- Cincinnati, where Charles 
Keating launched his financial Car 
•reer,.was a fertile area in recent 
years for sales of American Cchti- 
- nental .Corp;.bonds and securities. 


FRl - PHOEN])^ 
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j By.Lisa Morrell 
I'.and Jerry hammer ^ / 

"The Arizona Republic " ' 


The Arizona Republic : . ' • ' * . * ' , • ’ » ’ 

S^i^iiEederal, officials -called ;,F for the. ouster. ofi • 
rt<Charles\H; Keating- Jr. arid his maiiagemerit t^m from 
f ■ Am‘erican \-,C^ntirierita^ • Corp., claiming ' they .“are 
|xdwtrOyingiHhe company financially,., according' to a 
Jumdtionfil^ in U.S. Districf'Court'i^ 

,}j^IhVa motion filed- late.Friday;-‘the,4lesolution Trust 
? l&Vp.l;, says, -"Keating’s team, should be 
‘-?replac^,/ as soon . as .possible by. a court-appointed ■ 
w' trustee. .... ■' 

; -;'‘;The federal agency claims in its filing that Keating’s . 
|f^rfiai|agers are spending all -of American -Continental’s 
mbneyto “vindicate-and protect thcinpersonal intercst”\ 
^/iiri.nyriad lawsuits -.and- investigations 'connected .to 
^-.Kesting’s business dealings; 

y ,';'; Ke^ting, American Coptinental’s .chairman, reacted 
• ' — Seell.S.,' pa^eA^ • 



Charles H 
Keating Jr. / . 

He, his '■ 
associates and 
their families; 
have contributed . 
a total of . . 

$1;3 million to * - 
the senators who 
now are being • 
investigated. 


fofini^etk^ 
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Committee announded.l 


By Ed Foster . v 

The Arizona Republic ' / ^ . . 

^ ' The ' U.S. \ Senate Ethics 
Friday thatit will convene aTormal mquiry intoithe-^l 
actions^pf 'i^rizona' Sens;; John Mc^iii and; Dennis"' 
DeConcini'*:. and ^ three • other * senators, ‘ 'Who' are 
accused o£ improperly intervening with feden 1 thrift 
regulators in behalf of Charles H Keating Jn; 

In , what ‘it" ..termed a procedural matter, ^ the 
committee will launch • a ;**preliminary inquiry*^^^ 
whether the sehat6rs’ ’misused their office tp Kelp'a. 
campaign contributor. : • ^ 

Critics have charged that the intervention delayc^. 
^e government takeover of the Phoenix. fihahcierV 
Lincoln Savings and I^an, driving up- the cost of the 
insolvent.thrift’s bailout., ‘ 

The panel' also announded an‘ inquiry <ff - Sen; 
Alfohse D’Amato,.R-N.Y., who has been- accused' by' 

^ ETHICS, •p%e;A5 
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■■M:S.r fr6m page'Ar r thing in the invests of the cbmp^ 

‘ ■ ■' ■ ’ He said the company .has asked a 

V^lBly -'^td ^e: filing late ' Friday,-. Chicago consulting firm to. search for 
s<Mmrii'«a:trahsparentandd^perate ? a general manapr to oversee Amen- 
Va?tcmpt-to sidetrack” three civil suits can Contmptel s operations. •• 


'He. has filed' against .the . government 
'^nd Hs thriftTregulating agencies. " 

«V ‘‘They’re just plain -scared of- the ■ 
?htigatioii,” said Keating, breaking 
!! several months of silence with the 
press. 

< ‘‘‘fhey’re scared. They’re fright- 
^enem -They’re scared of the truth. 
^They’re afraid of us in the court- 
-^rooni.’’ 

J The government is asking District 
ijudge Richard Bilby for a hearing as 
4 soon as possible to protect investors 
*and- creditors from having their 
money squandered on attorneys’ fees. 

] American Continental is being pro- 
i.tected from creditors by U.S. Bank- 
vruptcy Court while undergoing reor* 
!.:ganization. 

,i ■ “If the bleeding is to stop, and the 
jpatient is to survive, immediate action 
j-’is required,” the Resolution Trust 
’’ Corp. said. 

* . Marc.Kalish, an attorney represpt- 
the agency, said he hopes Bilby 
■^ill hold a hearing by .mid-January on 
•«whelhert| to appoint a trustee to 
xmanage ime Phoenix corporation. 
?j<>-?^®aliijg expressed confidence that 
.'Jie; will ioe vindicated in court as a 
result of the suits he has filed. He said 
“the suits have taken review of 
.sAmerican . Continental’s operations 
'Iqiit ol^ the hands of federal thrift 
*3;dgulatbrs, whom he has accused of 
?bias and vindictiveness. 

S«y-‘‘The person who has found the 
«li*acits against us up until now has been 
^|h< trier and the judge,” he said. 


Before the government seized Lin- 
coln, the company ;and its subsidiaries'! 
had about -2,500 employees and - 
$6 billion iti assets. i 

Currently it has about 75 employ-.’ 
ees and $87.4 million in assets, lall of it I 
real estate. Lincoln Savin|s hadlj 
accounted for most of the corpora- 'j 
tion’s assets. ® 

• Donald Gaffney, an attorney repre- 
senting the Unsecured Creditors Com- 
mittee, a group of American Conti- 
nental creditors, said he does not 
think the fedei-al agency’s allegations 
provide grounds for the .appointment 
of a trustee. The request for a trustee! 
is the agency’s attempt to cripple its] 
opponent in litigation, American Con-; 
tinental, Gaffney said. 

But Kalish, representing the 
agency, said the action is necessary, in| 
part, because the committee “hasn’t! 
done anything” to protect the credi-. 
tors. . , . 

The government’s motion claims J 
that American Continental has made 
no progress toward reorganizing its 
finances since June, when Keating _ 
presented an initial plan to pay back! 
creditors over 14 years. 

Instead, Keating’s management is 
pursuing “expensive litigation of ques- _ 
tionable” benefit to the company’s i 
creditors and investors. The company! 
is spending more than SI million a; 
month on attorneys’ fees in the rases. ! 

The Resolution Trust Coib. has| 
filed a $1.1 billion civil racketeering j 
lawsuit accusing Keating andVcom-, 
ujfci aiju wix.. pany insiders of siphoning Liiicoln’s. 

ItiYeferring to regulators who seized the personal gain, 

fpiliar of his empire, $5 billion Lincoln -pjjg company is in danger ofi 
ISavings and Loan, on April 14, a day running . out of cash by April,: 
Saftef American Continental filed its' according to the Resolution Trust; 
-ri- ‘ ‘ ‘ 


scc.ording to ^ •* * * — | 

.Corp. Ronald Warnicke, the court-ap-; 
me .111 SI. uiiie eyei wv. are pointed examiner in the American j 
^finally getting to the position where . continental bankruptcy case, has said* 
nnUiacp/i ofifl {|je coiporatioii could run out of cash 

1 At..... t 


‘Jiciiapter 11 bankruptcy petition. 
'For the .first time ever we 


3W.e-have a completely unbiased and 
Siair tribunal,” Keating said. 

Keating said that in order to 
^preserve the corporation’s assets, he 
^intends to take' a $l-a-year salary 
^beginning Jan. 1. He was earning 
^arout $3 million a year in salaries and 
,tbnuses until the bankruptcy filing, 
^hent his salary was reduced . to 
#400 • ■ 


by the end of January. 

In addition to the racketeering suit, 
there are at least five investors’ 
lawsuits against American Continen- 
tal’s executives and its attorneys and 
accountants; a congressional .invrati- 
gation; state and federal grand-jury 
investigations; and probes by the 
JO a year.’ ' Seouri ties and Exchange SemmisSlon, 

tting said he wanted to take the the U.S. Justice Department and the 


. „...,,.,al salary -‘‘in order to provide ah' ^ Federal Election Commission, 
■^ixample and ‘to’ do’ what is the best \ — ! — 'L: — i. 
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Ethics paMl plans forpial probe of Senators 


— ETHICS from pageAl 

a political opponent* of improperly 
helping contributors get federal hous- 
ing money. , 

The committee said the preliminary 
probes do not mean that the panel has 
taken positions’ on the MJegations. 

“The decision to proceed by pre- 
liminary inquiry in,, each of these 
matters, is being ''"under taken for 
proc^ural reasons only,” a statement 
said. \ ■ 

“The committee wishes, to stress 
‘that iflhas taken no position as to the 
merits of the allegations or the weight 
of the evidence.” ^ 

A preliminary inquiry is the first of 
three steps the. committee can take.; 
The two others, Jn ascending impor- 
.taiice, are ah Vinitial review” and a 
full-scale investigation. 

In addition to McCain and DeCon- 
cini, 'Ae.; other members of ^tbe^ 
so-callm Keating Five are Sens. Alan. 
Cranston',; D“Calif.;- John Glenn, D- 
Ohio; apd Donald Riegle, D-Mich. 

The senators " have denied any 


impropriety, saying they simply got 
‘ involved for a constituent. 

DeConcini said Friday .that the 
‘ committee was required to formalize 
its probe. ' 

“They must do what they are doing 
. now whenever somebody requests ah 
. investigation,” he said. 

• . "Common Cause requested* an 
investigation of all five senators.” 

Common Cause is a government- 
watchdog group. 

' No one answered the phone at the 
Ethics Committee’s offices Friday, but 
the panel’s statement said it voted to 
' conduct preliminary inquiries upon 
. the' recommendations of special out- 
side counsel. 

DeConcini added that he looks 
forward to the investigation. 

.“I welcome a thorough evaluation 
of the facts,” DeConcini said. “I feel 
we will be exonerated.” 

; ^ M cCain and Cranston were un- 
i available for comment Friday. Their 
.spokesmen said the lawmakers expect 
to be exonerated. Riegle’s press aide 
; did not return calls, and the senatorial 


offices of Glenn and D’ Amato were 
closed for the holidays. 

In November, the Ethics Commit- 
tee hired Washington attorney Robert 
Bennett to look into a complaint by 
Common Cause that, the five senators, 
misused their offices in Keating’s 
behalf.. The senators have received a 
total of $1.3 million in contributions * 
from Keating, his associates and their 
families. 

The committee said in its statement 
Friday, “Fairness to. all concerned 
requires a thorough and complete ■ 
review of. all relevant facts and 
circumstances. . . * . 

“Therefore, the committee, upon, 
the recommendations of special out- 
side counsel, has voted to- conduct 
preliminary inquiries regarding these 
matters.” *. 

At issue is the senators’ involve- 
ment in two meetings that were held 
in DeConcini’s office in April J987. • 

The first, on April 2, involved all of 
the senSmrspHBxcept Riegle, ' and “ 
Federal 'Home Loan Bank Board.' 


- F 5: ; 

Gray. The 


%e(X)nd 


Chairman Edwin 
took place a week, later with all five 
senators and San 'Francisco regulators 
who were' probing* Lincoln’s 
operations. The;' thrift is* based 
Irvine, Calif. ‘ 

' * The unusual sessions,' : were held 
after Keating complained to .the 
senators that his thrift was -the victim 
of a “vendetta” by the bank board. 

' Gray has testified before the Hou^'e 
Banking . Committee that the first 
meeting included’ an effdrt.’by D< Coh- 
cini to cut a deal for Lincoln in which 
the thrift would change its. way -of 
doing business , if' the bank board 
would, scrap a .-rule/, limiting' ' th'e 
high-risk 'investments in 'which Lin- 
coln specialized; , ‘ 

, DeConcini has denied, Miat offer 
took ^ace, and the other seiiatofs 
have said they do not remember such 
a deal being suggested. . t . ’ 

, Lincoln was seized by the 'federal 
government jh April. /The co ;t ;qf 
bailing*; outJ^ht^nsolvent thrjft is 
expected to be as much as $2 billipri.* 


A 





be held accountable for. tfinft 


Charles • ;' 
Schumer/^•”-• 
The congress*;. • 
man.says;the/e-’ 
!s'.‘'ah inherent,/: 
conflicfpf’;; ' 
ihterei^l"jntne. •; 
^.counting and /ii' 
^p'raisai^ ; 

’ professions!., 


■By; Jeriy Kammer - ’ 

and Andy Hall 4', ; 

^TKe'AHz6rta■RepublI<S“‘''-'; 

• -;^W|ljlpWBIatk/ - Dev^loper ChaVies H'keating Jr.' 
- ‘"fhewprSt^/';’ ’ ’ andah.'ehtourage‘flew ffotn Phoenix 
V vthnftsSpent'; ;' - to Kfew -York. City last year and 
;■ fantasticlSunis-.* demanded/ .that -auditors ^ allow 
!'.oo'tfpptaYsersA‘ f ’ Amencah-f;,e!pntinental ■ Cofp. ; to 

. /•a'nd-accouhfahts)! . show af^ profit for a 

t/^and.•usec^ti^'em•^ v seri^^^ ■ 

^.V'as:aV;!i:’screeh'to; ’’ “ But''AMiir. Young & Co.’s lead 
r-7!h%ethe!thrift's’ '~\ auditoi^.i^^^^ said “no” 

'.-'.■'Jmisconduct’^-' andlrisist^Keating’s company had 
-.f .i A„Ynj»d'ttn profit 

V -“iadSi'-Jyou’ve just' lost a job,” 


•Keating said acidly. ■ ^ • 

Within a . few weeks, American ' 
Continental moved ^ its miiltimil-' ' 
lion-dollar account to another 'audit- 
ing firm, Touche Ross & Co., which 
offered a preliminary opinion that 
the investment profits, were legiti-' 
mate. 

The federal Securities and /Ex- 
change Commission disagreed. ■ 

Six months later, American Con- 
tinental sought bankruptcy protec- 
tion, and one of its subsidiaries, 
Lincoln Sa\4ngg«=snd Loan, ; was. 
seized by federal regulators, who 


alleged that the thrift was. finan- 
cially “unsafe and unsound.”-’ . . 

Accountants and real-estate ajv' 
praisers,'‘ Who legally are obligated' 
to objectively estimate land values, 
were key, figure in the 'rise of 
Keating’s $6 billion worldwide em- 
pire; ‘ J ‘ ‘ , “ • 

But rit has become clear that 
’accountants and appraisers failed to 
protect* investors, and taxpayers 
from enormous losses .in the ol- 
lapse of the nation’s thrift indust *y, 

. ‘ ^ * — 5ee AUDITORS, page Ay 5 
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— AUDITORS, from page A I 

ia cludiwg Lincoln Savings. . ^ 

'Suspicions arc growing that these 
professional watchdogs behaved more, 
likb lap dogs. . ‘ 

jkep.,Jim Leach, R-lowa, a member,. 
of!i:the House Banking 'CpnimittM, , 
which is probing Lincoln’s* collapse, '-.j 
called it “a scandal for the accounting 
profession.” i 

Similariy, ' William - Black,' chief 1 
coijnsel for the" Federal Home Bpan 
Bank in Saii .Francisco, . told Whe 
Banking Commitice that some sp- 
pmisers have helped thrifts artificially 
innate .land values, dooming their 
loans to failure. 

James Fcdcr, an American Conti- 
nental • attorney, denies . that the 
company’s auditors and appraisers 
were improperly pressured to provide ! 
favorable analyses. 

•He said the dispute with Arthur 
Young in New York was a personality 


• Potential conflicts of interest 

Accounta nts ^iid appraisers are 
quired to provide objective dtialysw,'" 
although they arc hired by a particti-,; 
lar company or S&L. pressure to 
write a favorable report;' 'to ; ensure 
future business, can be enormous. • ’ 

• Fraud —7 More than a dozen"! 

accountants are being accused in • 
government lawsuits of frauds, stem- 1 
min'g Jrom the failure of "thrifts, 
including Lincoln. ■ 

? ■ ' ' ■ ■ 
Crime allegations ■ ' , 

A former Tustin, Calif., auditor has 
been a fu gitive since 1986, wliSr^j 
government accused him - of negli- 1 
gence, conuict ol interest- and mal~ 
practice in the $65 million collapse of 
Ramona Savings, & Loan Associatic n. 

In -iiTexas, three appraisers h ive 
been 'Indicted -in connection with 
alleged fraud at Dallas-based Empire 
Savings and Loan, which was seized 
in 1984 by federal regulators. One has 
been convicted, and two are aw'aiting 
retrial. 



‘Conflict of interest’ . ^ 
‘ I have always wondered .how] thej 
acc )unting profession ' and ■ thej ap-i 
pfasal profusion ■Wrkl-because'libVi- 
ousiy, the people who. you’re giving- 
the stamj);pf approval jo are payingj 
yoii',” Rep. Charles Schumer, D-N.V., 
a member of the Banking Coinmittee, 
.told Ernst .'and Young executives at a 
hearing in November. 

-'“And there is an inherent conflict 
ofkiterest in that.” ■ ' . 

.. ' Despite - Arthur-' Young’s “last 
_st£ lid” withjKeating over the $56 mil- 
lioi in “profits,” the accounting fi mi 
has- not Been .spared from haish' 
reviews for the two years it worked i 
for Keating. Schumer told the execu- 
tives that he was “amazed’-’ at what 
happened while they worked for 
Keating from 1986 to 1988. ^ 

“And if you co.uldn’t catch some of 
these things, then something is rotten 
in Denmark, then something has to be 
changed in' the auditing profession,” 
Schumer said. 


6 of 11 audits improper 

“This was a very heavily lawycred, i 
accounted, professional company,” 
Feder said. 

The General Accounting Office, the 
investigative -• arm of Congress, this 
year reported that in six of 1 1 failed 
thrifts it studied, accountants “did not 
properly audit ; and/or - report the 
savings and loahs’.fmariciai 'or .inter- 
nal-control problems in a.ccordance 
with professional standards.” ,j 
Taxpayers are beginning' to pick up 
theltab, estimated at $2 billion just for 
Lincoln, the costliesl»-bf the natitm’s 
300 S&L failures. Investors are faced i 
with’ the loss of $230 million, they 
entrusted to. American. Continental’s 
junk bonds. . •, . ' 

“If you eliminated appraiser abus'e! • 
you'y^ould probablyreducd.the losses ■ 
suffered by the federal government by -■ 
a minimum of 25 percent,” 'said Peter 
Barash, a House Banking Comniittee' 
staff director. 

The government may try to force 
negligent accountants and .appraisers . 
to help repay the losses of the'^failed 
thrifts that’ employed them. Criminal 
inv^tigatipns arc under way. i 
Reform movements, also ai|c under 
wa^ in 'thc'ai'ccounting and appraisal 
promssions. - . _ - ‘ 

/|mong.' the problems' reformers 
must address arc: . i 


• Questionable qualifications — i 
There are no education or licensing , 
requirements for appraisers in Ari- ' 
zona and 34 other states, although 
there are voluntary industry pr|fes- 
sicmal standards. As a result of, the 
SiSfL crisis, however, .Congress |has 
ordered that states establish licensing 
oijlcertification for appraisers who will i 
work on “federally related transac- 
tions,” beginning in mid-1991. 

• Lax self-policing — Accountants 
and appraisers have come -under 
attack for failing to discipline Unscru- 
pulous members of their ranks. . 

. In 1987, the latest year for .which 
figures arc available, the American 
Institute of Certified Public Accoun- 
tants revoked the mejnbership of 16 of - 
its 280,000 members'for violation of 
accounting rules. 

■ The government is considering 
adding three “Big Eight” accounting 
firms as defendants in a $1.1 billion 
civil racketeering and fraud, suit that 
accuses Keating and cpmp'any insiders! 
of siphoning Lincoln’s deposits- fon 
personal gain. The accounting .firms,, 
all of which previously worked fori 
Keating, arc Arthur Young, now! 
called Ernst and Young; Arthur 
And ci'scn rand Touche Ross, ; 


In testimony to the House Banking 
Committee in October, Black said, 
“Lincoln is- proof positive that any 
thrift in America could obtain a clean 
audit • opinion despite being grossly 
insrfvent.” 

Kc added that Arthur Young did , 
wot k for 'two failed thrifts in Texas. 

The firm’s Dallas office. Black said,; 
offered the “Kmart blue-light spV- 


cial” ■ to savings and loans that j 
shopped for compliant audi tors. th& 
fai[acS 4 i^.two thrifts theTirrfTaudit^ • 
/there,, jVernon and^’ Western Federal, j 
ap. -expected -^toj'cost .the .federal 
insurance fund about $1 billidhjeach. 

. Land sales critiqued 

• Fifteen sales of land.,by a Lincoln 
subsidiary, all of which were reviewed 
.and approved by Arthur Young, were 
the subject of , a bHsterihg'' .report 
. 'ideased-ln Aueuk bv fe'de fal thrift 


i -r 

(XW." 


re^latqrs.^ . ^ ^ 
phe report/ the.gov- 
eriiment by the Renrietli'^ Levential 
a^iinting firm,:icalled . the iaUs ^ 
phony and the accounting incompp- ^ 
tent. ‘ ' 

.‘'Seldom in vour experience' as! 
accountants have we encountered a' 
more-egregious example of the misap- j 
plication of generally’/accepted ac- 
counting principles, ^yt said. 

Feder, the Amerii^h Continental 
attornwj -'condemheS 'ihe Leventl al 

jcport Us inaccurate and serioui ly 
flawed -because no interviews were 
conductra with companies involved in 
'the transactions. : 

Much of the federal probe ofj 
Arthur Young centers on Jack D. 
Atchison, who headed the Phoenix 
audit team that checked Keating^s 
books for 1986 and 1987, a period 
when Lincoln was'^making many of 
the transactions regulators -now allege 
to have been fraudulent. j 

In early 1988, shortly after signing-' 
American Continental’s annual report 
for 1987, Atchison resigned his 
$225,000-a-year position to go to 
work for Keating, earning $954,000 in 
salary and bonuses. 

, In eUly 1987, Atchison, played a 
key roU in persuading fivej U.S. 
senators! to intervene jn Ke; ting’s; 
behalf with federal thrift regu ators. . 
Reflecting Keating’s criticisms, Atchi- 
son wrote a now-controversial report 
saying that the regulators had taken 
“unusually antagonistic positions” 
against Lincoln and that their exami- 
nation of the Irvine, Calif.;, .thrift 
could be expected to conclude with ah 
“unduly, harsh” report;.. . 


Intervention justification " j 

■ Atchison has refused to comment: 
on his actions. I 

. The „ senators repeatedly ' have 
pointed to, that “opinion of a Big 
Eight accounting firm” as their 
justification for intervening. 

Although several members of- the 
House 'Banking Ck)mmitlee speculate 
that ’?Atchison*s employment *' with I 
Airterican Continental may have been j 
a Iprm of payment ' fpr ! 

accounting, that theory is rejected by j 
Ernst and Young executives. ' ' ' 


“We have no reason to believe that 
Mr. Atchison committed any impro- 
pijety” du ring his affiliati on with th e 
•nrm, said William Gladstone,- co-chief 
executive at Ernst and Young, adding 
that .a number . of other employees 
assisted Atchison in reviewing Lin- 
coln’s books. 

' Gladstone.said his firm “applied its 
best, independent professional judg- 
ment” to its Lincoln audits. Ernst and 
Young accountant Nancy • Matusiak 
told the House committee that the 
Kenneth Leventhal - report made 
“sweeping generaliptions” and “some 
serious mistakes.” ■ ■ ■ • 

Atchison was not alone in leaving 
his accounting job to work for 
Phoenix-based American Continental. 
Keating’s son, Charles H. Keating III, 
an American Continental executive 
vice president, estimated that, the 
company has hired more than 50 
.certified public accountants from 
independent firms that had examined 
itsjbooks. One Of them was Andrew 
Liggett, the company’s chief financial 
officer, who - came to American 
Continental 'from Arthur Andersen' 
and is a defendant jn the racketeering ! 
suit. 


Appraiser felt pressured 

R| al- estate app raisers apnarentlv 
wereTsubjected to pressure to| give... 
Ameijcan Continental the numbers it 
wanted. ' 

Two real-estate-.industry executives- : 
who are; -close to former Lincoln ' 
appraiser Timothy Morrison say he 
resigned in -June 1988 because he; 
believed Lincoln officials were trying ! 
to push unrealisticaliy high appraisals 
for vacant land at Estrella, a 20,000- j 
acre master-planned community 
southwest of Phpenix. ' ~j 
■ Morrison’s- job was to review the^ 
work of appraisers hired by Lipcoln.' 
from yariou? firms in the. Phoenix 
area and. Tucson/--'- 
“Tijn told me that the straw -that 
brokelthe camel’s back was Estrfella,”. 
one <jf the executives recalled>“Hei ■ 
said, T’m not signing off on /those 
appraisals.”’.-:.-?.^....,, 

Morrison, deplined* to .discuss his 

r^ignation,_.citing, a..jP.onfide 
agreement with -Amem^ Continen- 
tal. .He how/js -.an "appiiaiser with The 
Burke ,..Hansenrappraisal. firm of 
Phoenix. ; .-.j. .... . 

An appraisal is an estimate of - the 
value of a property. It helps -a banker 
know how much to lend to the bilyer. 
Theidea-isiihat if-a loan goe s bad, the. 
bank,.pr sawngs and loan,, wiR be able, 
to reedyer its money.’Oy selling fhe‘ 
land; • ; ' • . 


; One .method used by appraisers- is.- 
to study sal«^«bf»opmp^.rable -. proppr * ^ -* 
tiesr-eri^^gompsi-’l^^^ suspect 
thatLincPlncreatedrits own'.co’mps at' 
inflated values .- with/The help: of 
compliant appraisers. 

‘Subjective elements* -. 

The younger Keating, who.directed 
land sales for the real-estate subsidiary 
of Lincoln Savings and Lbah, 'denied' 
that efforts were made to inflate.lahd. 
valuations at Estrella.- 
But :he acknowledge that company { 
officials disagreed with Morrison over j 
appraisals.' ' 'V :j 

He.brahded- Morrison a “malcd'n- ' 
tent.”’ ■ 

Keating .said he frequently con- ' 
suited .with appraisers hired .by . Lin- 
coln |o 'eyaluate.iahd at-Estrella. | '• . 

“Tmere are. so many/subjetive 
elehiCTts to a piece of property that 
they nave' to work hand in hand with 
the developer tO-'-understan'd what 
those elements are,” he said; ' ! ' ' . 

One-important piece of information - 
rdating to Estrella was a study that 
projected rapid growth for .the are^,' - 
he said.' '. ' ' . ' 

The study was dori'f by Mountain 
West, a' PhoCnix-based real-estate - 
consulting firm that ajso. provided, 
appraisals on some Estrella parcels. 

The, younger Keating, said, he- 
doesn’t think much of appraisers, ' • ' 

. “I'-Jievef Tenew 'one appraiser Iwho"- 
made an)r- money in the business,!’- he ’ 

said. ■- - I 

“If they’re the experts, they should 
be the guys making all the money.” . 



A partnership composed of many American Continental Corp. insiders 
purchased the Hotel Ponlcliartrain in downtown Detroit in; March 1985. » 
Since then, hpwever, business has sputtered, at the hBlcl. Losses, which could ‘ 
tottl $10 million, will have to be covered by taxpayers. That js becausejthe 
paiinership^ bprrowed money from Lincoln Savings and Loan and t^e Ban 
Jachito Savings Association, a subsidiary of SOutlimark Corp., a Texas-b$ed 
reajestate and finance company. * y ' • 

Federal regulations required the buyers to. obtain appraisals to ensure that.the 
hotel merited the loans of the thrifts* federally insured deposits. . . 

Appraisals’ are' estimations of value that serve as guideposts for potential 
borrowers apd lenders on a property. Depending on, projections of the 
profitability of a property, appraisals can fluctuate widely within short periods 
of time, as illustrated by this series of appraisals on the hotel: 

IW^arch 1985: The Hotel PonK and conducted by Hospitality Valu-; 
chartrain is "valued -at $37.2 mil- ' -ation Services Inc., based in Mine-"* 
lion^ih an appraisal commissioned • ola, N.Y.".* vV *•*' • . • . ; 

by an American Continental sub-\ . September 1988: the hotel is 
sidiary and conducted* by Michi- valued^ at $26.4 million in -ah- 
gan-based Dean Appraisal Co. appraisal commissioned ^by the j 
'December 1985: The hotel is . San Jacinto Savings ^Asspciation ! 
valued at $44.4-milIion in an and conducted again by Hospital- 1 

apprais^ commissioned by the ity Valuation Services.'^; ' ! 

San Jadnto Savings Association ' January: The hotel is valued at 
and conducted by Dean Appraisal $53 million in an appraisal com-' 
urn ? .:iTiissioned by Lincoln Savings 'and 

March 1987: The hotel*^*is — senducted by Pannel|j-Kerr "or- 
valued -at $46 million in an' ap- ster/V* ' ' i 

praisal. commissioned- by Detroit ; ; I - 
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By CONNIE STEJELE 
.Daily Nfews-Sun staff • - • v 
.SUN ibiTY - U.S. Sen. .Jobn 
•McCain;i R-Ariz., is facing te 
ethics ^pbe and the politicjal 
fight of his life. • • ‘ 

Questions , about ■ his ipast \ 

. friendship .with Charles H. 1 
ICeating Jr., .and, whether Keat- ■ 
ing’s campaign •'“contributions 
prompted 'McCain to intercede 
on his behalf with federal thrift 

regulators *' have marred the 
senator’s previously spotless ca- 
■,r^r. ' . ' • ’ 

■ iSaturday in a iharathon tour 
' of the Valley, McCain made five 
.speeches.,_and talked to menibers .1 
.of.the .media.. ■;,v‘ *. ■ ■ • , ’ 
Vi'Tni "pleased ;,when I- can bet i 
■‘oh ItV and go direct ^to -&e ‘ 
'i people/;’ he. ^ 

l'‘ous''''hppearances on network 

* programs such ;’as Night Line 

and Meht the-Press. .. - . . 

' • '.Saturday -^night he' spoke to 
'about 160 members of^the Re- 
pubUcan lForum:He^; r.’polittcal. 
lissues/^oupi Y at the ^Crestview 
'Vacation* Headquarters.^? Sun 

• .‘City West.-, ... 



thought ’it would be good to visit 
here *^he h^d before the" dinner 

meeting. • • 

'. He had been invited to be the . 
group’s- guest speaker 5ast , 
suiWeri biitfonly recently lac- 
cep^ the'invit^tion. i“ • 
' Aniong fellow Republica^, 
McC ain’ s :••• association . ^jt;h 
Keatihg iwas - not!; brought jup 
publicly except to tell the group. 


“One needs friends when one is 
beleaguered. ■ I hm. deeply grate- 
fid’ for your- frieiidship ;and suft- ’ 
port. We -will -emerge not only 
unscathed but ■ better equipped 
for- the job.”. “ 

;Howeverj State Rep'.! Rob&*t 
■ Williams ; R-Sun City 'West, sa id 

pifivately, “It’s, very easy to g^ 
caught up in a spider’s web with 
am unscrupulous man who you 
tmnk is scrupulous. ■ . ' 

1‘People are forgiying of . a , 
goM person and I think he’s a 
good person,” Williams smd of 
McCain. . 

• “He tried to help -a coq- 
stituent.and got burned. He’s 
going to work his .way out of ft. 

' Another member of the gro^, 
•Robert Holdway of Sun .Cfty 
West, said,Y‘He faces a difficUjt 
task, but it’s, one he' can oyerr 
come. If a senator is to res|mnd _ 
to his constituency and condu^ , 
an- investigation to see if his 
claims are valid, he shouldn’t be , 
pillaried.” - L ^ ' 

McCain’s aide, -Wes . Gullett, 
said, the - evening Sw^ -rUn. op- 
portunity to discuss issues 
wouldn’t be. discussed bthei^se.-, J 
“The • ohly -Ithing the -press - is 
picking ^up on .'is'-thd -Keating 
thi\ig -.and. there’s a lot ■ 

going oh.” v'-T 

.Catastrophic health.-*' insift- 
.ance, econonftc recovery .of 

zona -and ■'enviroiimehtal israe! 

. were • ainoug ■' those voMcCuii i . a 
touched on during a visit to the 
Daily News-Sun. ■ ' ’ ' ■ 


B^t despite' making him.%lf 
avaflable to talk about any sub- 
ject «f interest, McCain madesit 
clear he was in the area ^o 
tackle head on any questions 
voters might have reg^diiig his 
relationship ydth Keating. . 

At issue is whether campaign < 
contributions and gifts ,of per- | 
sonal .travel prompted McCain 
to intercede lyith feder^ reg- 
ulators on behalf of Keating and 
th^failure of Lincoln Savings & 
Loan, a subsidiary bf,.Phoenix- 
basM ^inerican Continental 
Cqr^, of -which Keati^ is 

At the . first of .the two meet; 





^ ‘ v< ' ■ ' /' /: 'pally 

-WITH^THE -VOTERS-— -Senyjphn.jMcCain/=^^ , 

With vntorc ; ^rif i irri /^v/ //nic ho r+Uo" 


ingi“Apni-2)'l987,,'ajt.keatinf^^^^^^ 

request/! McGain.. rjoined; -Sens, r have ddne times 

Dej^s DeConcini, D-Ariz,, Alan ^ -in seven , yfears , .as' ‘ ah ; elected 
Crahstqn/^'l)-Calif.,•V ^d . John j[- ofiffcial.” ’ 

Glenn, D-Ohio, to meet with • Determining the' facts ’.of 
Ejdwin Gray, then chairman of 'Keating’s 'claim' of ''urifhir 
the' Federal Home Loan; Bank '• treatment by .federal thrift. reg-.' 
-Board, to ^scuss. regulation of j,ulators;'jwas the sole purpose of 
Keatings sayings and loan. .i/T;the’‘meen^ McCmn said.'i^' • ' • 

4^.0n April '.1.9 ^Ke' 'same •fbiir4^.-^l6'5^idditioir%rKe^^ .. 

senators 'md .^Do^d'Riegle, D- : ‘Constituent "fvnth.'/'a /.problem, . 
Mch., .met agairi/in.DeConqhi’s..l,McG.aih sgid ‘^lal'attendedi^- liHe ' 
.office /yrith • pffidals f firom^^thd- ^mVe^gs^.h6cause^ 
bank';boMd’s Sahf-Frahciscb of- ' provided “supporting -materials” 
fioe. •. , .• ..;r '.from Arthm ;Yoimg.‘& ’ GoV a 

M^ain contends that he- did ..national independent accoun^ng 
nothing for Keatmg , that he and ; a- letter > from Alan 


■wouldn’t do for any constituent. 

obligation of any elected 
bfracial .when, a constituent 


Greenspan,, now chairman of the 
Federal . Reserve Board, endbrs- - 
ipg Lincoln Savings’, investment 


co^es.'^ .him and says he’s not Policies and its managCmeflEr^ 
being .treated fairly is to get the 'See Senator) A4 -/...vj - 





time in 




—From A1 ‘ 

Even so, “I explicitly told Mr. 
Gray that I was there -only for 
the purpose .of hearing the rea- 
sons for the Bank Board’s, ac- ' 
tions, s|id that I did not want to 
do anyfthing, or ask an 3 d;hing, 
which Ipight be construed as 
impropCT,” McCain said in a 
response to .the Senate Ethics 
Committee dated Noy. 21 of this 
year. .. 

The response was developed 
in answer to allegations of the . 
citizen advocacy group, Common 
Cause, which earlier had filed a 
letter with the Senate Select 
Committee on Ethics. 

His response conta.ins a 
chronological review of events 
and conversations leading up to 
the 1987 meetings among the 
five senators, Keating and Gray, 
the meeting’s outcome and his 
subsequent actions. • 

Also outlined is how McCain 
failed to immediately reimburse 
Keating or American Continen- 
tal for personal .travel to his 
friend’s home in the Bahamas, 
hticluded are copies of canceled 
checks that later reimbxursed 
American Continental Corp. for 
the transportation. , ’ 

A 1989 check for $3,754 paid 
American .Continental for four 
flights during the years 1984,- 
19£K and 1986. on Keating’s 
corporate aircraft. 

“Along with my wife, Cindy, 
and' our daughter Meghan, I 
vacationed . .mth • the Keatings 
there in 1984, 1985 and 1986. 
On each of these' three family' 


vacations, Mr. Keating made 
available American Continental 
Corp. aircraft for at Ieast\some 
portion of the air ttavel ... .\ 

“I believed I had paid foij this 
travel in ' a ’ timely fashion,” 
McCain said in his response. 

Saturday, McCain called the 
payment oversight “a serious 
error; one I cannot excuse.”' 

. Air transportation provided to 
’ McCain was suggested in the 
Common Cause letter to the 
Senate Ethics Committee as one 
• of the ways in which attendance 
of McCain and the other sen- 
ators at the two meetings with 
bank board officials had been 
“purchased” — allegations 
'. McCain denies. 

McCain also contends that 
once he became aware of the 
serious legal and financial 
probleihs facing Keating, he did 
not again attempt any contact 
with thrift regulators. 

Satirrday, . he explained the 
media spotlight by calling' it a 
“sexy” issue that containslall of 
the elements to draw interest. 

‘.‘It’s five senators; it’s Charlie 
Keating; it’s savings and loans.” 

■ McCain said . he is fighting 
back the only way he knows 
how, by taking his case to the 
people. 

' “I can’t sit tight,” he said. 
“It’s been very traumatic for 
me;” he said. “Mxjixsbegy h^ 
‘ been 'to make myself as avail- 
.able ds "‘!I can. The other four 
senators haven’t been 'as visi- 
ble.” ■ ' 
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MpCairi^^^^^ 

By Do'n’harrW.-''^ ‘}v I- -.■' ’’ ' \ ■ i 

and Jerry Kamm^^ - / vYi V. 

The'ArIzona Republic ' , ’ ' • -A: ‘ 

■ The rnan who led a drive ‘to i^ll 
then-Gov. Evan Mecham' may join 
forces with, the .leader of a /petition 
drive to recall Sen. Dennis DeConcini. 

Former \anti.-Mechani . activist ' Ed 
Buck and Joir Seidl of Phoenix, who 


manufactures magazines for auto^ 
made weapons and .is a critic of the 
Arizona DemoefaVs’. efforts to limit 
such sales, “have discussed 'a- possible 
alliance ' and said. Tuesday that they 
will m^t; today: in "hopes pf- reiichirig' 
an agreement ; ' ; . : . * : • 

“There -is a definite possibility of 
that,” Seidl said, “But until our next 
mating tomorrow, I /can’t say any- 
thing other than. that. . ‘ ‘ " 


, '.’"McCain ’spokesman* Scott VCelley 
said : he .gives • ^‘very .little ^ if airy , 
.signiiicarice”. to., the .pfbpSSSdTomt » 
/recanTeffbrt. Celley said any ^effort to 
■ recall McCaiiV.w^ of 

, public support., , , - / - • '“-i-l 

’ f'Bob/Ma>^^^^ 

• man,ls*aid.he'has.ft65dea is 

_ up-tp, and would not speculate;on the 
' significance, of: Buck/j^ssibly /joining 
. the recall. ■■ ‘ * ' * * •* *' ; . ; /;•' 

Seidl, '.who had. promise* a status 
report oh the number of signatures 
gathered.'by ,'early November; -repeat- 
edly has delayed .making/ahy' .an- 
nouncements.' /* / ,■•■/.;/;// . . 

“ ’V:Tt’s..hush-Hushi right ’ riowj’’ Seidl. 
said!' “You’ll li^r.W thihgs :after the , 
weekend. There will ]tev major 
shake-up in the organizadon' and in 
the recall!” _ ' .. * !- 

He declined to elaborate^ except to 
say that DeQ)ncmi 'wjll not.be happy 
with the development- 
■ Seidl has until Jan. 6 ;to ‘ collect 
valid signatures of 29 1, 135 registered 
Votej/s.' ' ;/ ■ ■ / ■ ' 

Apout a month ago, Sei^l'said he" 
waslcallihg off the drive in. Tu?son, 

’ DeConcini’s home base, because ieven 
Republicans were fearful of reprisals. 
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'• “Nothing -is ‘finalized, -.nothing, is 
locked in, nothing is committed.” ^ 

■ Buck said he -hopes' fo„ work with 
Seidl to target not only DeCbhcini but 
Sen John McCain,/R-Ariz./for th^^^ 
efforts to/ intercede t^Uh; !;^eral 
regulators in. behalf/ of 'Charts H 
Ktkdng Jr., • whose • Lincoln *. Saving^^ 
and Loan later collapsed. 

■ •' vWhat were ’good* men -'going into ' 
office are. how* cheap * politicians, 
bought politicians,” said Buck, a 
Republish. ’“It’s a wonderfurdefense.« 
;for senators to say,!‘I was only serving 

- a“,ppnstituent;^ My response -is; ,‘But. at 
!the/exj).erise/of:M^ 'of your j 

• donsjituentsV’'!*’. , . ! .« \ 

' Buck’s ;drive to !recall' ;;Mecham | 
collected /nearly/, 40' percent more ! 
signatures than/ needed - (tnd was ‘ 
. praised-, by election' official for/ts ° 
■ oiWnizadon ap'd accuracy. No elec- . 
; iim was . held, .however, ^because , 
M^ham waf impeached an’d^ ousted ! 
by the Legislature. ^ ■' ^ 
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deals were sound 

By Anne Q. Hoy and Sam Stanton 

Republic Washington Bureau ' i 

WA'SHINGTON — Charles H 
Keatinf jr.’s jawyers attempted _Fri-, 
day tofpick' agart.the government’s 
claim tiiat’ it seized Lincoln Savings 
and Loan to ;'stop the thrift froth 
tmsuhhg federally insured deposits. ; 

Keating’s -lawyers suggested in 'a. 
hearing^h'rfedefal District Court that • 
even the’ testimony - of the” gbverh- 
meht’s I key ^ witness ^"showed that 
Keating-s thrift, based in Irvine; 
Calif.', |sought sound business deals 
with legitimate business people. 

Phoenix businessman Phillip Gor- 
don also testified thaif adverse public- 
ity ‘ ’ g^erated 'by the govenment’s 
efibrtsjagainst Keating caused »meof 
his pamners to show but of d'eils and 
refuse h pay. dekts-Owed to Lincoln. , 

^ 'And Keating lawyer. John- Lundin 
seized on the statement to portAy the . 
government as .zealously tiying to:run 
Keating out of business. • •••, . > 

“This, is the first time that. Amefir, 
can Contin^tal. has .had a chance to 
put- its story forth in a fair . hiring!” 
Lundin told reporters.later.-vPordon 
madeTOOSt.of our points.’’ 
Phoenix-based ^erican C^n^^^ 
tal Pqrp. is Uncqln’s.parenttoompdn^^^ 

' Lawyers ^ of the Office * of -Tlinft 
^pemsiqn had call^ Gqrdon-,as a ^ 
ktw (witness .id.'shqw "(that - 
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l^iifcbln, |nd./:its>parenti; impropfrly ' 
r^r^cB 'a 1988 land swap ps a.;sMe, 
and'*falsely “ rciidrted ra'. $4.4 million' 
profit. ' •' ‘;v\ 

But Gordon’s- ■ testimony ‘*-didn’t 
support vHhe\=gbyeniment’s case ■ en- 
lirjjly^ He' painted •American Conti- 
nental . as : a shrewd .business that ; 
(krefully siudied' proposals from land 
Seculatorssuch as himself. ••!,' .• ■ 
Gordon' waV the 1^’ey ipartjier' in a 
i?88 deal./ ld^?se|.l^Ahierica'n 
ntintal'a 3d-acrVMrcel.Qr‘raw:Jan^^ >,« I 

Peoria' ■a'IM;“und^f 1 

445-acfc''Tiarwi’fip^rHi’dden 
soutnWest of Phpehix; Hiddeu Valley j 
is ' pail of ■■ A'lPerican 'Cpnlincjitars 
l&trellg project , ‘ \ ■ - . 

‘ James Mufphvffchief lawyer fou the 
Office of Thn|||Suijervision, 'caSi the 
deal as a swapiTaiher than a’ sale and 
said federal plei.proliibitlhrjfi from 
claiming prwJK'.P’j swapi He 
said Antcjfcan' ..Continental ■ ipiprop- 
erly craft<^^thcf!d&y.,as a sale iji a.- 
scheme ]|)’;pa|s.. pii fcasp 'to^troublcd 
Amerfcau,CQiftjpytal. *, 

After ufic'J/hcam .Miirphy' 'djs'r 
nnssed suggcs’tioiis'Hhal he was angiy . 
about Gordon’s testimony. .. • ' ' • ■ ■ 

He sard. the, government .“didn’t, 
think of any ' ‘of “these .witnesses "as" 
govcrnnient witnesses.’’. ; 

Inst^d, '• he'' said,’ Gordon ' testified 1 
exactly*^ the }yay; hc ' w^ntid him • to, J-. 
showing that' i<“thKe" arc '.'higli- isk,”: 
dir<»t inYcslmcnts” financed with- ' 
fcdq'ally insured 'deposits. • 

; Imt 'during ' the hiring, Xundin 
epudtered ;'‘;that’ vth.e ;. deal ' was-/- ’’a' " 
legitjmatp^ saje.^ .He“^^aid;''An\c'ri(an 
Continental r^ccte’d' several attempts''" 
by Gordon to orchestrate a land swap,"' 
a movelhatwbdld have saved Gd^rdoh | 
from .paying federal inco'm'c taxes'. 

.hTne: testimony came. on4he second j 


day bf^a Iicaringj^^ filc^ nfU.S^ 
Disirict’''^url:;;in::'#ashin'M^^^ 
Keating icpntestHig-lhe;/g^^ 
seizure of Lihcbh^n ,Apn 'I'ry. 
;Xhe h wrings on 'four' 
transactipiis. ,^"Uiat‘';[^th'c • ■''govero 
claims‘\show'’iha't5Lincbln^,^^.w^ 
mariag^ ^d h'a'd tqbe're^^^ 

' District .Judgcl^tahlcy SpoVkirf said 
the h'Aring wifi rMumc Jan..2.^At thgt :■ 
time, jthc igdycnimcnt *pl,ahs^^ 

Keatmg and kcy.;Amcncan 
tal 6fftciala,'MurnhYsaid.'-^*'^i- 


; .Gordon is part of a group“bf9ahd 
Speculators, politicians ,' and; invwtbre V 
who have been drawn int 0 Tnu'merpus s' 
government; probes oillCe''ati ne andhis •; 
mu ltibillipK ) '' d.pilar em'pjrcj^i^.?.- ‘ ' /■ 
Althdugli‘ai'5i.id noV^^ 
hearing', .Gprdph^is' the'.brptherrih-law •. 
of.^-Rph ;'pbei^'::^vice ;prwjdehil of •' 
Tuc'sb'n-bas^ ArHome^^^^ Sad 

: tbnd aptivitles examined, '-Alffl ' ■ 

l-'.-it’ r I ■ Y • ^ ^1 

reciwed.'. more ^ SSOmilljon in 
.loans front 'Lihwiln, Oberj ’'who has 
been interviewed aboutf'tJie ;lbans.J)y 
.the FBI, also was a cam'pdgn-aide to 
Sbn. Dennis DeConcini,. D-Ariz. ' 

: In a>'$i.l billion -icivil racketeering 
suit filed in September against Ameri- 
can ; Continental 'executives, federal ; 
regulators cite a sale by' Amcor' 
Invcsipients, an American Continen- 
tal. supridiaiY, to Cordon, ; and a 
separatC'sale to R.A.'Hbmes'among a 
series of “sham transactions” that 
allowed ‘. Lincoln to record phony 
profits.,. ... •. 

]|eConcjni and Sen. John McOain, 
R-Ariz., ')are among five seniors 
facilig'-.Sehate eihics and .FBI probes; 
about. their tics with Keating,' a'Kefty 
political ••'.’^ntribulor.. The., senators 
interceded Iwith federal thrift regula- 
tbre.lo'gel'them off Keating’s back. ■ I 
■ The role of the. senators was never ; 
raised during the hearing. 
“■Instead,,;Sp6rkin.;decided to focus | 
on the fou.r' transactions to deiefmine , 
whether ‘thp.:, 'government acted prop- I 
crly in taking'lhe thrift. =* - ■< 

; Gordon,|t|jii^ble gener^ parUjer of ! 
Suri;'pl|ve Xf|!^)’aptnership,''' testified ' 
that’ nb 'Wat:|ager’ito !the.,35-mre | 
Pepfia ' pfbpei^yj; and, '‘after , 'a h ilf- , 
dozem failed attempts in 1987 to ci t a 1 
deal ivith Kiting, hy finally found j 
one tl at Keathigjwould agree to. . j 

' •'‘•'oh ■'Jan^28j'-‘i988,"\'a'''-y , 

parcel ■for."$4'.2 millidri. 'A;'day"latef,' " 
y^h'coir^d^Siif^^^ 

' .Valley to G'bii'dph ipr.;.$^mi|jiph^^^^^ 

^ ^Gprdorf-had fprmra'fiidden galley ’ 
•Propertied, ■«tL^|t^ 
funnel.' ihdj'dwli-'ahq ''the' parfheishipi 
paid .^%^mijlion dbwn.-and ,us.ed..’a!| 
$4.5-million loan from Lincoln 'to buy i 
thc-#445 ; acrw,;: records •;}'Say. '. The; 
11.5 'mil|i on'i'vdown pay ment. - cam e 
frgm,ithe...prbceeds of.the E^rJSIaHd 
sale 0 Lincoln .the day befbre. • ' ' ' ; 


■/rOofddh :'said •■the'.Hidden^^ll^ 
•pai3iifiiship»had $ipp in issc^ 
'bhe:day,':ahd ju.st .seven'da^^^^^ 






fR^NSACtJON Mdyps 

:• '. Jaii,' 28,M9B8!^;Suh .Olive kttl, 

• Partnership, .wfibse' 'general paft- •! 
' ne'r is Philiip“Gor‘doh,‘seils land'in 
Peoria to-.Amcor.T'ilrivestme'nts, a 
, subsidiary of Lincoln Savings. Saie . 

priqe ' js-. $4.2 miiiion.; Amcor .jn- 
.. vest’rriehts.fnakes cash down pay- 
. merit of .$L9miliion..-i.y''. ••. •^. *.•••• 

. ■ /Jaii. ;29,}.i988: Atificor Invest- 
merits 'Sells; a 445,-acre' parcel .to 
Hidden. Valley Properties Limited 
Paftn'ershlp, whose general part- 
rierj^ .Gordon’., The larid' is-lri^he | 
Hidejep Valley area ,pf the .Estrella 
dpvbioprnent ' southwest of-Ph'oe- 
nix.f Sale -price- Js $6 million. Gor- 
^ofi'^^ifrakbs a:$l;5 trillion down 
f|payment,.Liricbln records a f^ofit 
■ 'pf $4;4miljibn ori Amcor sale to 
' .iHiddeaWalley Properties Limited 
.Pai0.ers.hip; '/• 


»?5rX9$8j. Jhe, 

SurOliye Ltd,:Fartner;ship«sotli to. 
Arncor., -fori' $4?2 million is 3a'pi; 
praised at $'2,753 millibhl?' . 

Sept '15, 1989;.RegbIators'fi)e 
$j;i.|?i)lion' civil racketeering suit 
against Chafles'H, Keatijrig Jr. and 
■ other executives of {.incoln’s. par-, 
erit corppany,'Arfierfcari Cbhtinen- ' 
tal Cprp..,Ttio suit-says? Amcor's 
s.ale .ftp Gq'rdori was among,, a 

'*cham .fr’ancar'flnhc Aa^ 


a!!QWed;iLmcbln' recbrdlphohy 
profits that JthehJ.j/itbj'e diverted^to : 
AmericanvPbrltin'ehtal.' Begui’ators 
cl^ thaf4'the.‘tdbwnllpayment ■ 
G610n roceived.'ifrbm' lWcor:on 
Jam 28, '1 988, vlas usell to make ! 
his^ownlpaynient to. Amcor the i 
.vnextday. . ;•• 
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de^ls were s 

By Anne Q. Hoy and Sam Sta nton 

Republic Washington Bureau .. j'. ■ 

WASHINGTON w Charles H 
K^tinf'jr.’s lawyers attempted Fri- 
day td’^pick* apart, the goyemment’s 
claim uiat' it sHzed Lincoln Savings 
and li&‘an. to ;stop the thrift from 
^susing federally .insured depoats.: 
■^Keating’s lawyers suggested in a 
hearing|h'T^efal .District Cpurt that 
even tne testimony - of the' govern- 
ment’s | key "'Witness 'showed that 
Keatings thrift, based in . Irvine, 
Calif.;'-|sought sound business deals 
with legitimate business people. 

Phoenix businessman Phillip Gor- 
don also testified that adverse public- 
ity -goierated by - the government’s 
efforts Bgainst Keating caused »me of 
his pantners to bow but of d'ejils and 
refuse i> pay debts owed to Lincoln. 
.^iAnd Keating lawyer, John Lundin 
seized on . the statement to porti^y the 
government as zealously trying to run 
Keating outof business. - . . 

•. .“This<is :the first time .that Ameri-, 
can Continental ’has had a chance to 
putrits. story, .forth in a fair .hearing,” 
Lundin told reporters.later.gVGordon 
mademost.of our pbinte.” 
•..vPhpenix-bas^ Aniencan Ginri.]^^^ 
tal porp. is Lincpln^s parenfecpmpany.,- 

'Lawyeii 'of the Office of .Thrift 
£^pemsic(n had called. Gordon a' 
ktW'Vntii^ .io, show jthat 
;\\ lAWVERS, W A J7 
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yifcbj'n. «nd 'ils parenif impror^t^^^ 
rccdrdod a 1.988 Jand.sw^p ?sj.jsale 
and falsely ’rcjwrledTa .’M^ 
profit. --■ . . 

‘ But Gordon’s ■ Usliniony' •‘■didn’t 
support Hhc ■■•government’s'- case - en- 
tirely.’ He, painted -American Conti- 
nental as : a shrewd, jbusimss that . 
^fefully studied' proj^sals from land 
speculators;,suciras himself. 
<vGordoh-.’\vas the l(ey iparliier in a 
1988 deal,- tdr;scll^«/iLPOTcah;<Xi^^^^ - 
nffltal a 35'acr?;pareel pf.Vav^'lahdiin i 
PibriarandVwi^eaa^^^^ >a ' 

445-acrc •“parwli'Hi^^ 

southWest of.Phpepix; Hiddep" Valley | 

is • paVt of 1/A.}hpjicah ' Contirimtal’s 

BlremproMslS.V .•'r’l '-'" • 

. James Moiiphyilcfiief la^cr fw the 
Qflicc of Thri|i|Sui|crvision, '(^St the 
deal as a sw^^athcr than'p’ sale arid 
said fcderal^^p||s,pro1iibit thrifts from 
claiming pfpijjs’ on .land '-swaps. He 
said Aipeifcaii; ,Cbhl),ncntal:!-ipiprop-‘ 
crly cra|’j(y;4hc;-dcal ,as a, 'sale ip -p ,| 
scheme^tOvpass 0 '^ hash toi;ti‘oiibtcd 
Americap.,Cferi’lilicn!^l!.t 'V 

After 'thc'jAcapngr'yM^ 
missed suggeslibris; that he was-aii^ | 
about Gordon’s testimony. ■ ‘ 

He said the. government “didn’t, 
think 0 ^ any*‘of"thcsc .witnesses ’as 
govenimentwitncssis.” '.r 

Inst^d,'- he' said, ’Gordon testified 1 
exactly the njriyf ;;.hje ' wani^ ’.hiitl to,.*! 
showing that' “th^e . afe-vhigh’^lisk/' i 
dirwt inyestmenis’’ financed with ' 
fcdially insured deposits'. - 
^ Imt .-during 'the hiring, Lundin 
cpuijter^ ■f.that' -the 'r draF wa?*? V" 
IcgitimaiUf'^ salc,^ He,'^smd'FAmen^ 
Continental rqcctcd several attempts ' 
by Gordon to orchestrate a land swap," 
a move‘‘thaVwpuld .have saved Gordon 
from .paying fedefai income-ta’xes'.'’-'- . ^ 



Disiricl;VC^uH^^^ 

T/ '' A' *'■ '"i { 

KcaUng'jconlcsUngtlhep^^ 
seizure of-tirii^lfl^^^ 

; The hea'rings arcTpcusing bh ’four "- 
trari,saclioris '-■'th.aF"^^ i 

claims^slhow ' jhaiij^^ 
mariaged aSid h'aFtb WScized,*-*' • tl 
- District Judge^tarilcy Spqfkiri' sad 
the li'wring wlTfisumc Jan..2,^^^^ '.I 

timc,jtbc igqYcin^cniii^^^^ 

Keating apd kc^,.-Ariifcncan ..(^niincri-- - 
tal ofKcials^Wurnhv said.- 


; -.Gordon is part of a group'dfjffi'd J 
s^uiatorS, politicianFan^' investOra 
who have been dra^ifri -into'humefpusy 
government pi-ob(» of^bati ng and -his' •• 
mu ltibilliori -dollar empirei^ 

Althdugh'^f ’djd ndt“^!^ 
hearirig)‘.Gordph%’’ the. brplher-in-law -] 
oF'-liori '.^Olw^/^vjce ■'.prrajdenrf bf -' 
T ucsbh-based'feA:Ho iries;*which ^ad j 


7>;' 


:CpLORAPO: I 

: tprid activKies examined,’ Alffl ' 


r(ic«vcd. more $50 million in 
loans from Lincoln, Ober, 'who has 
been inierviewed; about ' the loans .by 
the FBI,Mso was a cam^^^ aide Ip 
Stn. Dennis DcConcini,P-Ariz. 

V In a'Sl.l’billion -civil racketeering 
suit filed in September against Ameri- 
can ‘'Coritinental-e^ federal 

regulators cite a sale by Amcor 
Invcsiments, an American Continen- 
tal-subsidiary/ to.; Gordon ;and ' a 
sepafatCsalc to K.A/Hbmes among a 
serii^ .of “sham transactions” that 
allowed tXincoln to record phony 
profitsi*?!;^ . -/'' ‘w r. , \ . 

F||eCpricjni and Sen. John Mc^ 
R-Ariz., Care among five sen; 
facing Senate ethics and FBI p 
about, thbir tics with' Keating, a' 
polit^ca^' *contributo^.v The senators 
interceded 'with federal thrift regula- 
tors .to^geithem off Keating’s back. * 1 
* ■ The role of the. senators was never • 
raised during the hearing. 

Instead, ^Sporkjp.^^^ tq;focus ^ 
oh the fpurtrans'actioh^ . 

whether ‘tjig goyernm prop- ! 

erly in taking;the thrift. ' ^ * - 

Gordon/|^g ^olp general partner of 1 
Sun Olive i^td.^Rartnership^^^^ ■ 

that he was"]&ger tb. sell tho 35-^re | 
Peoria ‘propei^^' and, after a h; ilf- ^ 
dozem failed aAempts in 1987 to cv t a 
deal ’ vith “Keating, had finally found ^ 
one tl at K^tnig would agree to. , 

parcel for ”$4:2 million. 'A^'day later,"” 



^;Gbrd6ri*.-had ffp^i^'n^^ Valley - 
Prb^riief .tjpmi'tM;? ■Fartnership.,''j to ;■ 
funbcl.>ihc^:dca1i^ ilie'partriership,; 
paid;$;liSmijjion down, and usM’aj' 
$4.S.miljipn loan from Lincoln’ to bu 5 ;.i 
lhe'-^^445 j. aenre,.; records -! -say. ' ThBI 
il.S'rn'il/l oriU^owri pay ment. 'cam e I 
frgmsthejprp^^ 
sale ^.Ljricbhithe'day -before ' . 


OailUUJl .W ^ H. if; , V ‘ 

■;$55d,(toO>hen:itta^^^^^^ 

.- itiilltoh 


grid’s w^Medyhiriifto b.eliey^Liii^ln 

arid 

’ .‘ cariw Hhro uglilwitli . plani'Aflfde^Pj 

Hlie.Hidde n’yalM ■' _ 


[RANS^CtipH^W 

Jah..'2%"F9§8cSufj .Olive Lt J.. 
Pbrtner.ship, .vvfibse' general ;pap -i 
: ne'r is .Philiip’Gor'doh,' sells lan’d in 
Peoria to;-AmcoFlnvestrhe'nts, a 
subsidiao' pf Lincoln Savings. Sale 
price '.is- $4.2 million., Arheor ,jn- 
.. vestirierits-iriakes cash 'down pay- 
. merit of .$!;& million.,- v‘*. ■-- •.-‘V.o.. 

. '?Jari. .29,1.1988: Amcor Invest- 
. jrieHis 'sells;a 445:acre‘ parcel to 
..Hidden,; Valley Properties Limited 
Paffri'efsh'ip, whose general part- 
rier’Ts 'Oprdori,. The .land' is -In |he 
, Hidden Valley area pfthe .Estrella 
development' southwest of-Phbe- 
nix.'?;Sale 'price- is $6 million. 6or- 
*lon'*;iTiakes a-;$l;5 million down 
# /payment. Lincoln records a profit 
•f ■$4;4 miljibn on Amcor sale to 


Jung. ?5,il988; Thej pngpmy.- 
Siih Oliye Ltd. -partgership sollj '.to 
. Anmor,, -for* $4i-2'million is .(apf 
praised at $2,753 million, !' j'6‘ 

Sept 15, 1989;,ReguIatorsfile 
-$FJ.bi.llion' civil racketeering suit 
against ChafiBs'H Keating Jr. and 
■qther executives 'of (.incoln’s par, 
ent company, 'American Continen- 
tal Cpfp. vThe suit-'saysi'Arincor's 
sale >to Gordon was among- a 


aljo'w.ed. .Lincoln' lo • record fphpny”® 
pfpfits that .then w.efe diverted to 
American .pontiriental. Beguiators 
cl^ that4the.‘fdbwn| payment 
GolWon received; from' l\mcor;ori 
Jan\ 28, '1988, \vas uselLto make ' 
his mown -payment to. Amcor the . 
^nextday.'. ■;.|:v - .- ; | 
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AKRON, Ohio (AP) - 
Phoenix financier . Charles 
Keafcing Jr. teamed with cor- 
porate raider Sir James Gold- 
smith last year in an attempt to 
take over BE Goodrich, accord- 
ing to .federal records. 

■ Bank .examiner records show 
that a subsidiary of a California 
savings ahd loan controlled by 
Keating bought shares of the 
Akron-based company and 
transferred them to an in- 
vestment partnership' Goldsmith 
controlled, according to a story 
Saturday in the Akron Beacon 
•Journal. ' ■ 

Tto documents’ prepared" by 
regulators say the Goldsmith 


partnership “was formed prim- 
arily as a vehicle to perform a 
hostile takeover of BE Good- 
rich.” 

The documents are records of 
federal examinations of Keat- 
ing’s Lincoln Savings and Loan 
Associatibn of Irvine, Calif. 
Lincoln was closed by federal 
regulators last April, one day 
after its holding . company, 
American Continental Corp. ' of 
Phoenix, filed for bankruptcy 
protection. 

Regulator's estimate that 
guaranteeing the federally in- 
sured. 'depD^tS"They claim..^the ' 
• S&L lost through risky, -an- 


■vestments, real estate anil tax 
transactions could cost tax- 
payers more than $2 billion. 

Goldsmith never .said he was 
trying to take over Goodrich, 
but speculation that he was at- 
tempting to do so coincided with 
a rise in Goodrich stock last 
year. Goodrich issued a ^ate- 
ment ■ in April 1988 saying 
Goldsmith had told Goodrich 
Chairm?tn John D. Ong that 
there was no truth to reports he 
intended to acquire a major 
stake in the company. 1 . 

Keating’s activities are being' 
investigated by • the • House 
Banking Committee and he is 



FB1/DOJ 


the subject of a federal grand 
jury finvestigation in Los An-’ 
gelesj The U.S. Department of 
Justice is also investigating 
whether Keating, formerly of 
Cincinnati, broke any laws by 
generating $1.4 million in cam- 
paign contributions to U.S. 
Sens. John Glenn, D-Ohio; 
Dennis DeConcini, D-Ariz.; 
Donald Riegle, D-Mich.; Alan 
Cranston, D-Calif.; and Sen. 
John McCain, R-Ariz. 

Goldsmith in 1986 attempted 
a hostile takeover of Goodyear, 
also based in Akron. The buyout 
filed, ! but Goldsmith sold his 
share? in the company for a 


profit of about $94 million. 

His arrangement with the 
Keating-controlled subsidiary, 
AMCOR Investments, allowed 
Goldsmith to mask part of his 
interest in Goodrich, the docu- 
ments the newspaper obtained 
under the Freedom of Informa- 
tion Act showed. 

In return 'for transferring the 
stock to the partnership, AM- 
COR Investments was given an 
“equity interest” in Goldsmith’s 
partnership, according to the 
documents. 

They indicate the equity in 
the partnership was exchanged, 
for 468,395 shares of Goodrich 


stock with a book value of 
$51.86 a share, a total of ned^JjB 
$24.3 million. The recjjad^? 
dated July . 11, 1988, 

Goodrich shares “hav%i 5 §^i:^> 
edly been sold” to fypj^ajjgtnpr.’' 
Goldsmith transaction, qi 

Keating lawyer James Ham, 
in a tgjephone interview Satiu*- 
day from ips Angeles, called the 
examination reports quoted by 
tffi'%ewspaper misleading. 

.'-'“If it’s in the examination 
report, there is a likely chance 
(the' documents are misleading ... 
iThey’ve demostrated a misiim- 
^erstanding of a number j of 
facts.” Ham said. i 
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The Keating Five ^ 
Shiators Who Helped i 
Lincoln S&L No w F ace 
Threat to Their Careers ; 


; -'7 The five have been elevated now to that 
'agonizing level of political notoriety suf- 
-fglSlLeaiilier this year by for mer House i 
'Sp.esLker Jim Wright and former’TPentagtffi ! 
-nominee John Tower. They find them- 
selves denounced in editorials, spoofed in 
' "Saturday Night Live” skits and mocked 
in'. Jay Leno monologues- (his “scenic” 
checks from Lincoln Savings, the come- 
•dian says, show five senators waving from 
a 'yacht off Bimini). 


Coming Ethics Panel Probe: 
Holds the Greatest Danger 
For Cranston, DeConcini 


Grist f^Come^^ Routines | 


« By Jill Abramson and Paul Duke jr. 


staff Reporters o/The Wali^Street Journal 

WASHINGTON-When a frantic Sen. 


'Donald Riegle burst into Sen. John 
McCain’s mailroom one day last month, 
astonished McCain aides realized just how 
much the courteous and clubby world of 
the Senate has been upended by the 
"Gharles Keating scandal. 

Both senators have been swept into 
rnembership in the “Keating Five,” the 
,”men accused of selling their influence with 
' the Federal Home Loan Bank Board to Mr. 
'.Keating, the now-notorious chairman of 
‘failed Lincoln Savings & Loan Association. 
Sen. McCain has accused Sen. Riegle of 
trying to shift some of the unwelcome at- 
tention away from himself and onto Sen. 
McCain. 

< ' With the Ethics Committee set to probe 
"both senators, the last thing Sen. Riegle 
wanted was to tip his defense strategy. So 
when he leanjed that a congressionalmage 
had mistakenly delivered his own nand- 
mitten araft ,of a letter for the Ethics 
'Committjee’to, of all people. Sen. Mcjpaln, I 
'he raceo to the senator’s mailroom, de - 1 
‘m'andin^that McCain aides help him find j 
the paper. Sen. Riegle “was unbelievably 
rattled,” says one of the aides. 

. - ,It turned out someone else on S^n'. Rie- 1 
gle’s staff had already retrieved the notes. ' 
But the incident underscores what a toll 
the Keating affair is exacting. 


Threat to Careers 


' 'To different degrees, the scandal has 
threatened the political future of each of 
the Keating Five senators-Riegle, 
McCain, Dennis DeConcini, Alan Cranston 
and John Glenn. Having met with thiift-in- 
stitution regulators in 1987 on behalf of Mr. 
KeaMng’s highfl^ng Lincoln Sajings, 
,whioh wanted relief from a restriction on 
'its investments, they face investigations of , 
whejher their actions were linked to some i 
il\3 million in political contributions he j 
sent their way. • • ' ' 


Possible Censure 

I , It is unprecedented for five sitting sena- 
tprs-among them the second-ranking 
Democrat, two miiitary heroes and the 
chairman of the influential banking com- 
m'ittee-to be under investigation. Next 
year, the Senate probably will have to pass 
judgment on them, in a process that may 
vd’ench the upper chamber much the way 
the House was torn by the Wright case. 

. They could be censured by their colleagues 
and face action by law-enforcement au- 
thorities, for what former Home Loan 
Bank Board Chairman Edwin Gray has 
called “a clear subversion of the regular 
toiy process.” 

' ■ The senators deny wrongdoing and say 
their actions on behalf of Mr. Keating, were 
part of normal constituent service. All say 
they either didn’t ask for the investment 
curb to be dropped or don’t recall the mat-’ 
ter coming up. But even if they convince 
investigators, the five still face judgment i 
by the taxpayers who must foot the bill for i 
the Lincoln Savings debacle, a bill esti- 1 
mated at $2 billion. 

' ‘ There are important distinctions among 
tt'e Keating Five, in the degrees of their in- 
' rolvement with Mr. Keating, in the actions 
hey took and in the ways they are seeking 
0 limit the damage. These differences ulti- 
: nately will determine which will survive 
the Keating mess. 

- , At this point. Sens. Cranston and De- 
Concini are the most bloodied. They con- 
tinued to intercede for Mr. Keating and ac- 
cept his money even after being pointedly 
warned that regulators were asking for a 
criminal investigation. Sen. Cranston and 
his voter-registration organizations got the 
most money from -Mr. Keating, while Mr. 
Gray suggests that sen. DeConcini took the 
lead in trying to influence regulators. 

• •, Sen. Riegle has been hit surprisingly 
hard, as much for his erratic handling of 
the matter as for what he actually did. One 
political observer describes his behavior as 
almost Nixonian. 

7 ■ Sens. Glenn and McCain appear the 
least at risk. Both say they had reserva- 
tions about meeting with thrift replators. 
But these former military heroes may 
have suffered the most personally. Sen. 
McCain ruefully observes that during five 

S ars he spent as a prisoner of wan in 
)rth Vietnam, "even the Vietnanjese 
(jton’t question my integrity.” I 
■•i.Here is a look at the predicairapnts 
faced by each of the Keating Five: 
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MCCAIN/ GLENN: DIMMED ICONS 
■ “My reputation hangs on this in the sev- 
enth decade of my life,” says an emotional 
Mr.iGlenn, pounding the steering wheel bf 
a rmted sedan as he drives through tlie 
Ohiq Appalachian foothills where he spent 
his Boyhood. “From the standpoint of my 
honor and integrity this is absolutely the 
worst thing I’ve ever been through.” 

• His strategy-to defend his honor, say 
' PleaseTumto Page A6,Column.l 
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The Keating Fin||Senators Who Ai(^Lincoln S&L 
WitRRegulatorsNowFace Threats to Their Careers : 


Continued From First Page 
he .did nothing wrpng and maintain high 
visibilitM-appears to be working. \ 

. At a speech in Cumberland, Ohio, 
Glenn’s old Mercury 7 mapc stUl charms 
them. He IS mobbed by children who want 
to shake the hand of an astronaut. One , 
woman waiting to get his autograph, An- 
nette Hayes of Cleveland, says, “John 
Glenn can do no wrong in the eyes of a lot 
of people in Ohio.” Still, the Keating affair 
is an unpleasant undercurrent, mentioned, 
even at this friendly gathering. , 

Recent polls show Mr. Glenn’s favor- 
able ratings holding steady in Ohio. But 
even in his hometown of New Concord, I 
some worry that their faVorite son may ' 
have gone a bit astray. “Despite his expla- 
nations, I’m disappointed in John Glenn,” 
says Herbert Thomson, an economics pro- 
fessor just retired from Muskingum Col- 
lege, the senator’s old school. 

The stress shows on Annie Glenn’s face 
as she is asked to compare the ordeal with 
waiting for her husband to come home 
from his space voyage. “One was his life 
at risk. In this you’re talking about a fine 
reputation at risk,” says Mrs. Glenn, who 
freqentlAacts as her husband’s co-pilot in 
their twinWgine plane. “They’re different, 
but this iahorrible.” \ 

Sen. Glenn received $234,000 in Keating- 
related contributions during the 1980s, in- 
cluding $200,000 to a » 

political-action com- 

mittee he controlled. .M 

But Mr.Glenn says 

that he, met with 

regulator only after 

Mr. Keating pro- 

videddocumentation 

for his case from fi- 

nancial experts, and 

that he had nothing 

further to do with 

him after being told ^ 

regulators were \ y®/ 

making -a criminal ' tom Glenn 
referral. “What is so JotmGienn 

aggravating is I go to one meeting to ask 
about an audit and the public perception is 
I was responsible in some way for the 
whole S&L crisis,” Mr. Glenn exclaims. 

■ Also potentially damaging is the in- 
volvement of some former aides. Three 
onetime Glenn associates, including the 
manager of his 1984 presidential campaign, 
became lobbyists on the Keating payroll. 
Two helped arrange the PAG donation. 

War Stories 

Senator McCain, like Messrs. Glenn and 
Keating, is a fprmer fighter-plane pilot. He 
was intrigued by Mr. Keating’s war stories 
when they met at a Navy League dinijer in 
Phoenix in 1981. They became friend. 

Kor three years, the McCains vlma- 
tionm at the Keatings’ resort home on Cat 
Cay Dj the Bahamas. The senator only be- 
latedly reimbursed Mr. Keating $13,000 for 
most of the nine trips he or his family took 
on the Lincoln Savings jet. 


Sen. McCain received' $112,000 in Keat- 
in prpnntrihiit ions for the 1986 ca mpaign. He 
also has been criticized for a Sw9,ooo iif- 
vestment his wife and his father-and-law ■ 
made in a Keating shopping mall in Ari- 
zona. 

The media-sawy Arizona Republican 
has taken the most aggressive posture 
from the start of the- 
scandal, accepting 
virtually all- inter- 
view requests and 
even releasing de- YM M:: .-' i 
tails from his 1981 
prenuptial agree- 
ment with his sec- 
ond wife. Trying to 
capitalize on his 
candor, his office f 
givespournalists vid- § • 

eotanes of his ap- 
pearinces and lists 
of interviews he’s joftnMcCain 

done on the Keating ; 

matter. “I couldn’t live unless I did every- 
thing I could to clear my name,” Mr. 
McCain says. 

Mr. McCain is also hitching himself to 
Mr. Glenn, who has both a hero image pd 

a lAccpr iTivnlvpmpnt with Mr. KGatinST. 


John McCain 


When the producers of “This Week With 
David Brinkley” wanted to interview all 
five senators two weeks ago, Mr. McCain’s 
staff made it known he preferred to appear 
alone or with just Mr. Glenn. He says col- 
leagues have told him that in the Keating 
affair, “the two pieces that don’t fit are me 
and Glenn.” 

• There is bad blood between him Md 
Sen. Riegle, going back to before me 
mailroom incident. Mr. Riegle, trying to 
minimize his own role, once said »en. 
McCain had invited him to the meeting 
with thrift regulators; Sen. McCain hotly 
denied it and suggested to reporters that 
the Michigan Democrat might be “trying 
to throw you off his scent.” 

Meanwhile, Sen. McCain has pointed 
the finger at others'. Sen. DeConcini w^ 
furious when Mr. McCain last May solic- 
ited fifrmer Bank Board Chairman Gray’s 
recollections of the meetings with the sena- 
tors. Mr. Gray exonerated Mr. McCain but 
excoriated Mr. DeConcini. Mr. McCain 
later apologized' to his Arizona' colleague. 
He denies trying to shift the blame. ‘T‘ve 
been careful not to speak about his in- 
volvement,” he says. 

Regardless, “Dennis thinks McCain is 
trying to take himself off the hook while in- 
dicating that Deconcini deserves « the 
blame,” says Charles Pine, a formew Ari- 
zona Denaocratic boss, who has disciissed 
the incidf nt with the senior senator, ^n ad- 
dition, Dilconcini staffers believe a memo 
damaging to their boss was leaked to the 
press by a McCain aide, who denies it. 


! Despite Sen. McCain’s efforts, the per-' 
cer tage of Arizonans who hold a negaiuve 
vie V of him has grown by 10 points since 
the] story broke. In bedrock Republi^ 
country, at a meeting of the Mesa Rotary 
Club, Mr. McCaiin visibly winces as an oc- 
togenarian member tells the senator he 
still believes in him. “The fact that my 
supporters even feel they need to say these 
thing s is evidence of how serious the situa- 
tion is,” he -observes. , 

• Mfr. McCain is generally expected to 
survive and vrin re-election in 1992. But t le 
senafor, who was seriously considered as a 
runi|]ng mate for George Bush in 1988, Jis 
no longer regarded as a ris ing nationa] 
star in the GOP'.' “He can forget Iowa,” 
snaps one Republican consultant. 
D]^ONCINI; THE RINGLEADESil? 

The Keating scandal caught Sen.lpe- 
Conrini flat-footed. Instead of heafling 
home to assess the damage, as his junior 
colleague did as soon as Congress recessed 
in November, he entertained a delegation 
of Soviet legislators. While he tended to 
Washington chores, his wife stood in for 
him at some events in Arizona. At a Phoe- 
nix soiree a month ago honoring a Demo- 
cratic official, Susan DeConcini lambasted 
the press for its coverage of her husband. 
“There was an embarrassed silence in the 
room,” one Democrat says. 

The senator has taken a terrible pound- 
ing in th'e Arizona Republic, 
political commen- 
tary with headlines 
such as “Stifle it, 

Dennis, nobody’s lis- 
tening to your whin- 
ing.” It’s perhaps no 
wonder the newspa- 
per’s poll shows his 
approval rating fall- 
ing below 40%, less 
than a year after he 
was re-elected with 
57% of the vote. 

Mr. DeConcini’s 
biggest problem is Dennis DeConcini 
that he has been fin- 
gered by former Bank Board chief Gray as 
■the ringleader of the Keating Five. .Mr. 
Gray says the Arizona Democrat actually 
negotiated on behalf of Mr. Keating, of- 
fering an improper quid pro quo under 
which Lincoln Savings would make more 
conventional homeloans if ■ re^lators 
would drop an investment restriction that 
bothered Mr. Keating. 

Earlier this year, Mr. DeConcini was 
still calling federal 'and California thrift 
regulators on behalf of Mr. Keating, who 

3 to sell Lincoln. And Mr. Keating was 
naster at the grand finale of the M- 
zonalDemocrat’s 1988 campaign-a rally at 
a $3(0 million luxury resort, the Phoeni- 
cian, that Mr. Keating built as a m(^u- 
ment to himself. 



Mr. DeConcini denies taking the leacsH 
trying to help Mr. Keating, and he and tH?l 
o2ifiLS«»ato>;s dispute Mr. Grav’ g^ account 
of the- meeting, saying they don’t femem- 
ber any deal being proffered. “I didn’t put 
the meetings together,” Sen. DeConcini 
says. ■ “I told Keating, Tm not your 
guy.’ ” 

Yet it was only-recently, as the scandal 
deepened, that Mr. DeConcini distanced 
himself from Mr. Keating. In September, 
he returned the $48,000 Mr. Keating^ had 
'raised for his 1988 cahipaign. ' 

Some.of the senator’s supporters attri- 
bute his bumbling in part to the absence of 
his closest political adViser, Ron Ober, who 
has been sidelined by stories about big 
loans his company received from Lincoln. 
SCume $30 million of these loans was unse- 
cured, even though Mr. Ober’s 'company 
haoihuge liabilities. Mr. Ober dm’tWeturn 
calls seeking comment. Mr./'li^&ncini 
says he wasn’t aware 6f Mr. ©ber’^deal- 
ings with Mr. Keatingl,- . ’ ‘ ■' i 

The scandal has clearly taken a toll on 
Mr.- DeConcini, say supporters who met 
with him at state Democratic headquarters 
a month ago. "Dennis is hurt. He feels he’s 
been unduly persecuted,” says Mr.- Pine, 
the former state party leader. Mr. DeCon- 
cini, a wealthy former prosecutor, seems 
weary and defensive. “I find myself under 
a cloud, under suspicion,” he complains. 
“That smacks at my integrity.” 

The one glimmer of hope for Mr. De- 
Concini is that he doesn’t have to run again 
until 1994. Despite his recent fence-mend- 
ing at home, “the consensus is that if he 
were up for re-election in 1990, he’d be in 
■desperate trouble,” says Robert Neuman, 
an -Arizona Democrat and public-relations 
executive. 

C3EIANSTON: BADLY WOUNDED 
Alan Cranston evidently didn’t grasp 
the magnitude of his troubles until last 
month, when three elderly California 
women who said they had lost their life 
savings by investing in uninsured bonds 
sold y Lincoln came to Washington to tes- 
tify. Cpnnie Wicksman of West Hill^, a 78- 
year-bjd inunigrant, said she was 
“ashamed to say I had faith in” the Cali- 
fornia senator. As she uttered those words, 
Mr. Cranston’s chances for re-election in 
1992 all but disappeared. 

“You can just see the Republican ads 
they are going to make out of this,” says a 
former state Demo- 
cratic official. 

Of the Keating 
Five, Mr. Cranston 
has the most serious 
liabilities. He took 
the most money 
from Mr. Keating: 

$850,000 for his 
voter-registration 
operations and $35,- 
•000 in direct cam- 
paign contributions. 

Like Mr. DeConcini, 
heccutinuedtowork 
on -liehalf of Mr. , 

Keat rig, and. take money from, him, for 
some time after the 1987 meetings with 
federal thrift regulators. 



The Federal Burig^of Investigation is 
reported to havejiiflpd its inquiry to ex- 
am ine wl f g ther ^Wloyees oS gthe - ^vo ter 
groups violated their tax-exempt status by 
trying to enroll more Democrats than Re- 
publicans. A Cranston spokesman denied 
this suggestion and says the senator hasn’t 
been contacted by the FBI. The broader in- 
vestigation suggests that Mr. Cranston is 
in potentially deeper trouble than the rest 
of the five. . . 

His biggest political problem is that 
about 130,000 Lincoln depositors live jn Cal- 
ifornia. And, in what most political ob- 
servers view as a fatal mistake, Mr. Cran- 
ston avoided talking to the news media 
during the firestorm of publicity following 
the depositors’ testimony. “His initial reac- 
tion was it would all blow over,” says An- 
thony Podesta, a Democratic consultant 
and one of several party insiders who have 
urged Sen. Cranston to tackle the problem 
head-on. 

Now Mr. Cranston is back in California 
tiying-ti-launch a counteroffenaiver-fittt 
the Keating case dogs him everywhere . 
“They will destroy Keating,” he fumed to 
tablemates at a recent luncheon at the §an 
Diego City Club, apparently referring iMi 
to the media and to various investiga- 
tions. I 

Mr. Cranston insists he will seek *re- 
election in 1992 at age 78. But leading Dem- 
ocrats, including California Rep. Nancy 
Pelosi, are pressing -him to reconsider. 
Some predict he will be forced to step 
down before then; The Los Afageles Times 
said last Friday that 41% of California 
Democrats polled think Mr. Cranston 
should resign now. 

Even if he stays, he may be hobbled in- 
his post as majority whip, the second-high- 
est Democratic post in the Senate. “It’s 
like the cowboy who falls off the runaway 
horse, but his foot gets caught in the stir- 
rup,” says one senator who worries about 
Mr. Cranston’s effectiveness. “You can’t 
stop the horse; you can only hope it will 
slow down by itself.” 

RIEGLE: ‘EAU DE COVER-UP’ 

Donald Riegle’s actions and statements 
in the past month have made his own can- 
dor-or lack of it-almost as much of an is- 
sue for him as the Lincoln affair itself. 
“It’s been an almost Nixoniaq nefor^ 
mance,” marvels Williani Ballenger, who 
publiSfros^^rfewsletter, Inside Michigan 
Politics. 
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The Keating Five 

Skiators Who HMped | 
Lincoln S&L Now F ace | 
Threat to Their Careers ' 


Coming Ethics Panel Probe - 
; . Holdsthe Greatest Danger ■ 
'• For Cranston, DeConcini 


Grist fey Comedians’ Routmes 


« By Jill Abramson and Paul Duke jr. 

staff Reporters of The WaluStreet J ournal 

WASHINGTON-~When a frantic Sen. 
'Donald Riegle burst into Sen. John 
McCain^s mailroom one day last month, 
astonished McCain aides realized just how 
much the courteous and clubby world of 
the Senate has been upended by the 
"Charles Keating scandal 
I Both senators have been swept into 
rnembership in the “Keating Five,“ the 
*men accused of selling their influence with 
' the Federal Home Loan Bank Board to Mr. 
'.Keating, the now-notorious chairman of 
‘failed Lincoln Savings & Loan Association. 
Sen. McCain has accused Sen. Riegle of 
trying to shift some of the unwelcome at- 
tention away from himself and onto Sen. 
McCain. 

< " With the Ethics Committee set to probe 
"both senators, the last thing Sen. Riegle 
wanted was to tip his defense strategy. So 
when he leainied that a congressionalmage 
had mistakenly delivered his own hand- 
written iraft of a letter for the Ernies 
‘Committjfee*to,'of all people, Sen. McCain, I 
;he raceo to the senator’s mailroom, de- , 
‘mandin^that McCain aides help him find | 
the paper. Sen. Riegle “was unbelievably 
rattled,” says one of the aides. 

. ,It turned out someone else on S^lfif.’ Rie- 1 
gle’s staff had already retrieved the notes. I 
But the incident underscores what a toll 
the Keating affair is exacting. t 


Threat to Careers ’ 

! ‘To different de^ees, the scandal has 
threatened the political future of each of 
ttib Keating Five senators— Riegle, : 
McCain, Dennis DeConcini, Alan Cr^ston 
‘ ^d John Glenn. Having inet with thiift-in- ^ 
sititution regulators in 1987 on behalf of Mr. ' 
KeaMng’s highflying Lincoln Sajings, 
^whi(m wanted relief from a restriction on 
'its investments, they face investigations of , 
whejher their actions were linked to some i 
ihZ million , in political contributions he I 
sent their way. ' ^ 


: ';The five have been elevated now- to that ‘ 
"ag;onizing level of political notoriety suf- ; 
-^iifijLes^lier this year by for mer House i 
. '‘Speaker Jim Wright and formerTeiitagun- 
mominee John Tower. They 'find them- j 
, selves denounced in editorials, spoofed in i 
“Saturday Night Live” skits and mocked 
in' Jay Leno monologues, (his “scenic” 
checks from Lincoln Savings, the come- 
dian says, show five senators waving from 
a yacht off Bimini). 

Possible Censure 


^ , It is unprecedented for five sitting sena- 
tors— among them the second-ranking 
.Democrat, two military heroes and the 
chairman of the influential banking com- ^ 
m'ittee-to be under investigation. Next ' 
year, the Senate probably will have to pass ' 
judgment on them, in a process that may 
wrench the upper chamber much the way 
the House was torn by the Wright case. 
They could be censured by their colleagues 
and face action by law-enforcement au- 
thorities, for what former Home Loan ; 
Bank Board Chairman Edwin Gray has j 
called “a clear subversion of the regula; 
tory process.” 

' - The senators deny wrongdoing and say ' 
their actions on behalf of Mr. Keating were 
part of normal constituent service. All saj 
they either didn’t ask for the investment 
curb to be dropped or don’t recall the mat-= 
ter coming up. But even if they convince 
investigators, the five still face judgment i 
by the taxpayers who must foot the bill for i 
the Lincoln Savings debacle, a bill esti- 1 
. mated at $2 billion. ! 

! ‘ There are important distinctions among ‘ 
th'e Keating Five, in the degrees of their in- 
' rolvement with Mr. Keating, in the actions 
hey took and in the ways they are seeking 
0 limit the damage. These differences ulti- 
; nately will determine which will survive 
th'e Keating mess. 

- ^ At this point, Sens. Cranston and De- 
(Doncini are the most bloodied. They con- 
tinued to intercede for Mr. Keating and ac- 
cept his money even after being pointedly 
warned that re^lators were asking for a. 
criminal investigation. Sen. Cranston and 
his voter-registration organizations got the 
most money from -Mr. Keating, while Mr. 
Gray suggests that sen, DeConcini took the 
lead in trying to influence regulators. 

• Sen. Riegle has been hit surprisingly 
hard, as much for his erratic handling of 
the matter as for what he actually did. One 
political observer describes his behavior as 
almost Nixonian. 

!,'Sens. Glenn and McCain appear the 
least at risk. Both say they had reserva- 
tions about meeting with thrift regulators. 
But these former military heroes may 
have suffered the most personally. Sen. 
McCain ruefully observes that during five 
years he spent as a prisoner of wan in 
N)rth Vietnam, “even the Vietnanfese 
didn’t question my integrity.” 

'I Here is a look at the predica 
faced by each of the Keating Five: 
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MCCADf/ GLENN: DIMMED ICONS 
. - “My reputation hangs on this in the sev- 
enth decade of my life,” says an emotioiml 
Mr.lGlenn, pounding the steering wheel bf 
a rtmted sedan as he drives through tlie 
Ohiq Appalachian foothills where he spent 
His Boyhood. “From the standpoint of my 
honor and integrity this is absolutely the 
worst thing I’ve ever been through.” 

” - His strategy-to defend his honor, say 
" ' Please Turn to Page A6, Column ! 
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Continued From First Page k 
he did nothing wrpng and maintain high 
visibilitSpappears to be working. \ 

' At a stoeech in Cumberland, Ohio, 
Glenn’s (fid Mercury 7 magic still charms 
them. He IS mobheti by chUdren who want 
to shake the hand of an astronaut One, 
woman waiting to get his autograph. An- \ 
nette Hayes of Cleveland, says, “John 
Glenn can do no wrong in the eyes of a lot 
of people in Ohio.” Still, the Keating affair 
is an unpleasant undercurrent, mentioned 
even at this friendly gathering. . 

Recent polls show Mr. Glenn’s favor- 
able ratings holding steady in Ohio. But 
even in his hometown of New Concord, 
some worry that their favorite son may 
have gone a bit astray. “Despite his expla- 
nations, I’m disappointed in John Glenn,’’ 
says Herbert Thomson, an economics pro- 
fessor just retired from Muskingum Col- 
lege, the senator’s old school. 

The stress shows on Annie Glenn’s- face 
as she is asked to compare the ordeal with 
waiting for her husband to come’ home 
from his space voyage. “One' was his life 
at risk. In this you’re talking about a fine 
reputation at risk,” says Mrs. Glenn, who 
freqentiy|acts as her husband’s co-pilot in 
their twin^ngine plane. “They’re different, 
but this iahorrible.” \ 

Sen. Gl^n received $234,000 in Keatiife- 
related contributions during the 1980s, in- 
cluding $200,000 to a J 

political-action com- 
mittee he controlied. 

But Mr.Glenn says 
that he met vrith 
regulators only after 
Mr. Keating pro- 
videddocumentation 
for his case from fi- 
nancial experts, and 
that he had nothing . 
further to do with 
him after being told 
regulators were 
making a criminal 
referral. “What is so 



John Glenn 


aggravating is I go to one meeting to ask 
about an audit and the public perception is 
I was responsible in some way for the 
whole S&L crisis,” Mr. Glenn exclaims. 

• Also potentially damaging is the in- 
volvement of some former aides. Three 
onetime Glenn associates, including the 
manager of his 1984 presidential campaign, 
became lobbyists on the Keating payroll. 
Two helped arrange the PAG donation. 

War Stories 

Senator McCain, like Messrs. Glenn and 
Keating, is a fprmer fighter-plane pilot. He 
was intrigued by Mr. Keating’s war stories 
when they met at a Navy League dinijer in 
Phoenix in 1981. They became frienCte. 

Kor three years, the McCains vaca- 
tions at the Keatings’ resort home on Cat 
Cay 0} the Bahamas. The senator only be- 
latedly reimbursed Mr. Keating $13,000 for 
most of the nine trips he or his family took 
on the Lincoln Savings jet. 



John McCain 


Sen. McCain received' $112,000 in Keat- 
in grotifrihiiti ons for the 1986 ca mpaign. He 
also has been criticized for a $359,uuu iri- 
vestment his wife and his father-and-law 
made in a Keating shopping mall in Ari- 
zona. 

The media-sawy Arizona Republican 
has taken the most aggressive posture 
from the start of the- 
scandal, accepting 
virtually all inter- 
view requests and 
even releasing de- 
tails from his 1981 
prenuptial agree- 
ment with his sec- 
ond wife. Trying to 
capitalize on his 
cand(ff, his office 
givesflournalistsvid- 
eotaides of his ap- 
pearances and lists 
of interviews he’s 
done on the Keating- 
matter. “I couldn’t live unless I did every- 
thing I could to clear my name,” Mr. 
McCain says. 

Mr. McCain is also hitching himself to 
Mr. Glenn, who has both a hero image pd 
a lesser involvement with Mr. Keating. 
When the producers of “This Week With 
David Brinkley” wanted to interview all 
five senators two weeks ago, Mr. McCain’s 
staff made it known he preferred to appear 
alone or with just Mr. Glenn. He says (:ol- 
leagues have told him that in the Keating 
affair, “the two pieces that don’t fit are me 
and Glenn.” 

■ There is bad blood between him «md 
Sen. Riegle, going back to before me 
mailroom incident. Mr. Riegle, trying to 
minimize his own role, once said jfen. 
McCain had invited him to the meeting 
with thrift regulators; Sen. McCain hotly 
denied it and suggested to reporters that 
the Michigan Democrat might be “trying 
to throw you off his scent.” 

Meanwhile, Sen. McCain has pointed- 
the finger at others. Sen. DeConcini was 
furious when Mr. McCain last May solic- 
ited fifrmer Bank Board Chairman Gray’s 
recollktions of the meetings with the sena- 
tors. Mr. Gray exonerated Mr. McCain but 
excoriated Mr. DeConcini. Mr. McCain 
later apologized' to his Arizona' colleague. 
He denies trying to shift the blame. ‘Tye 
been careful not to speak about his in- 
volvement,” he says. 

Regardless, “Dennis thinks McCain is 
trying to take himself off the hook while in- 
dicating that Deconcini deserves« the 
blame,” says Charles Pine, a formew Ari- 
zona Denfocratic boss, who has disciissed 
the incid([nt with the senior senator. |n acl- 
dition, DilConcini staffers believe a memo 
damaging to their boss was leaked to the 
press by a McCain aide, who denies it. 


Despite Sen. McCain’s efforf§,.the ner-’ 
cerjtage of Arizonans who hold a negamve 
view of him has grown by 10 points since 
the] story broke. In bedrock Republi^ 
country, at a meeting of the Mesa Rotary 
Club, Mr. McCain visibly winces as an oc- 
togenarian member tells the sena.tor he 
still believes in him. “The fact that my 
supporters even feel they need to say these 
things is evidence of how serious the situa- 
tion is,” he observes. . - . . 

■ Mr. McCain is generally 'expected to 
survj ve and win re-election in 1992. But t le 
sena :or, who was seriously considered as a 
runiyng mate for George Bush in 1988, Jis 
no longer re gard ed a s a ris ing natioMl_ 
star in the GOPl “He can forget Iowa,” 
snaps one Republican consultant. 

DECONCINI: THE RINGLEADER? 

Ihe Keating scandal caught Sen.|De- 
Condni flat-footed. Instead of heading 
home to assess the damage, as his junior 
colleague did as soon as Congress recessed 
in November, he entertained a delegation 
of Soviet legislators. While he tended to 
Washington chores, his wife stood in for 
him at some events in Arizona. At a Phoe- 
nix soiree a month ago honoring a Demo- 
cratic official, Susan DeConcini lambasted 
the press for its coverage of her husband. 
“There was an embarrassed silence in the 
room,” one Democrat says. 

The senator has taken a terrible pound- 
ing in the Arizona Republic, which hap run 
political commen- 


tary with headlines 
such as “Stifle it, 

Dennis, nobody’s lis- 
teMing to your whin- 
ing.” It’s perhaps no 
wonder the newspa- 
per’s poll shows his 
approval rating fall: 
ing below '40%, less 
than a year after he 
was re-elected with 
57% of the vote. 

Mr. DeConcini’s 
biggest problem is 
that he has been fin- 
gered by former Bank Board chief Gray as 
the ringleader of the Keating Five. .Mr. 
Gray says the Arizona Democrat actually 
negotiated on behalf of Mr. Keating, of- 
fering an improper quid pro quo under 
which Lincoln Savings would make more 
conventional homeloans 'if ■ regulators 
would drop an investment restriction that 
bothered Mr. Keating. 

Earlier this year, Mr. DeConcini was 
still calling federal and California thrift 
regulators on behalf of Mr. Keating, who 
hopejd to sell Lincoln. And Mr. Keating was 
toastbaster at the grand finale of the M- 
zonalDemocrat’s 1988 campaign- a rally at 
a $3M million luxury resort, the Phoeni- 
cian,* that Mr. Keating built as a m(^u; 
ment to himself. 



Dennis DeConcini 


Mr. peConcini denies taking the leadM 
4i^g t(f help Mr. Keating, and he and th^ 
oJlifiLseBators dispute Mr. firav’^ account 
of the meeting, saying they don’t remem- 
ber any deal being proffered. “I didn’t put 
the meetings together,” Sen. DeConcini 
says. “I told Keating, Tm not your 
guy.’ ” 

Yet it was only recently, as the scandal 
deepened, that Mr. DeConcini distanced 
himself from Mr. Keating. In September, 
he returned the $48,000 Mr. Keating, had 
raised for his 1988 campaign. ’ < 

Some.of the senator’s supporters attri- 
bute his bumbling in part to the absence of 
his closest political adViser, Ron Ober, who 
has been sidelined by stories about big 
loans his company received from Lincoln. 
SCme $30 million of these loans was unse- 
cured, even though Mr. Ober’s 'company 
haa huge liabilities. Mr. Ober dim’ftreturn 
calls seeking comment. Mr.^YlAncini 
says he wasn’t aware 6f Mr. ©bet’i^deal- 
ings with Mr. Keating!./ . . 

The scandal has clearly taken a toll on 
Mr.- DeConcini; say supporters who met 
with him at state Democratic headquarters 
a month ago. “Dennis is hurt. He feels he’s 
been unduly persecuted,” says Mr.- Pine, 
the former state party leader. Mr. DeCon- 
cini, a wealthy former prosecutor, seems 
weary and defensive. “I find myself under 
a cloud, under suspicion,” he complains. 
“That smacks at my integrity.” 

The one glimmer of hope for Mr. De- 
Concini is that he doesn’t have to run again 
until 1994. Despite his recent fence-mend- 
ing at home, “the consensus is that if he 
were up for re-eiection in 1990, he’d be in 
desperate trouble,” says Robert Neuman, 
an -Arizona Democrat and public-relations 
executive. 

CRANSTON: BADLY WOUNDED 

Alan Cranston evidently didn’t grasp 
the magnitude of his troubles until last 
month, when three elderly California 
women who said they had lost their life 
savinas by investing in uninsured bonds 
sold M Lincoln came to Washington to tes- 
tify. (innie Wicksman of West Hill§, a 78- 
year-ojd immigrant, said she was 
“ashamed to say I had faith in” the Cali- 
fornia senator. As she uttered those words, 
Mr. Cranston’s chances for re-election in 
1992 all but disappeared. 

“You can just see the Republican ads 
they are going to make out of this,” says a 
former state Demo- 
cratic official. 

•Of the Keating 
Five, Mr. Cranston 
has the most serious 
liabilities. He took 
the most money 
from Mr. Keating: 

$850,000 for his 
voter-registration 
operations and $35,- 
•000 in direct cam- 
paign contributions. 

Like Mr. DeConcini, 
heccitinuedtowork 
on liehalf of Mr. 

Keat ng, and take .money from, him, for 
some time after the 1987 meetings Mh 
federal thrift regulators. 



The Federal Bureau of Investigation is 
reported to have wii|ned its inquiry to ex- 
ami ne w if g ther ^poyees oMhe^'V^r 
groups violated their tax-exempt status by 
trying to enroll more Democrats than Re- 
publicans. A Cranston- spokesman denied 
this suggestion and says the senator hasn’t 
been contacted by the FBI. The broader in- 
vestigation suggests that Mr. Cranston is 
in potentially deeper trouble than the rest 
of the five. 

His biggest political problem is that 
about 130,000 Lincoln depositors live in Cal- 
ifornia. And, in what most political ob- 
servers view as 'a fatal mistake, Mr. Cran- 
ston avoided talking to the news media 
during the firestorm of publicity following 
the depositors’ testimony. “His initial reac- 
tion was it would all blow over,” says An- 
thony Podesta, a Democratic ’consultant 
and one of several party insiders who have 
urged Sen. Cranston to tackle the problem 
head-on. 

Now Mr. Cranston is back in California 
trying-ti-teunch a counteroffenaiver^ttt 
the Keating case dogs him everywhere. 
"They will destroy Keating,” he fumed to 
tablemates at a recent luncheon at the San 
Diego City Club, apparently referring b )th 
to the media and to various investiga- 
tions. I 

Mr. Cranston insists he will seek re- 
election in 1992 at age 78. But leading Dem- 
ocrats, including California Rep. Nancy 
Pelosi, are pressing -him to reconsider. 
Some predict he will be forced to step 
down before then. The Los Angeles Times 
said last Friday that 41% of California 
Democrats polled think Mr. Cranston 
should resign now. 

Even if he stays, he may be hobbled in- 
his post as majority whip, the second-high- 
est Democratic post in the Senate. “It’s 
like the cowboy who falls off the runaway 
horse, but his foot gets caught in the stir- 
rup,” says one senator who worries about 
Mr. Cranston’s effectiveness. “You can’t 
stop the horse; you can only hope it will 
slow down by itself.” 

RIEGLE: ‘EAU DE COVER-UP’ 

Donald Riegle’s actions and statements 
in the past month have made his own can- 
dor-or lack of it-almost as much of an is- 
sue for him as the Lincoln affair itself. 
"It’s been an almost Nixnniap nefor^ 
mance,” marvels William Ballenger, who 
publighesTTifewsletter, Inside Michigan 
Politics. 
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By Keven Willey 

The Arizona Republic ‘ ‘ 

. Sen. Dennis DeCoiiciniVplahs to ' 
buy^nlajo^ blocks of television •time ’ 
beginning next month to combat what 
he seefi-as “public- misperceptions” 
about, hk role in meetings with federal 
regulat6rs'’regarding,.Charl^'.H .Keat-; . . 
ing Jr. and Lincoln Sayings and Loan 
Association. ‘ ' • • ' ■ ' ' ' 

i Mjke .'Crusa, ,De(^ncihi’s' state' 
director, confirmed Tuesday, that the 
Arizona senator plans to purchase the ' 
air time, probably in five-mihute' 
segments, to get his side of the -story 
.“directly to the folks.” ' ; , . 

• Crusa declined ;to. say..how much i 
money will be spent on the- spots, 
saying those decisions had hot been^' 

made yet. ‘ ■■■"“ 

. DeCohcini. is fthe , first '. of the’ 
so-called Keating Five to take -such 
action. . ' ■■ 

He and four other senators have 
been Taulted for meeting priyately in 
1987 ‘with federal regulators 'in Keat- 
ing’s ] behalf, after getting more than 
$1^2 million in campaign funds from 
Keating and ’.his associates. .... • . 

(Other senators attending the meet- 
ings; were Republican John McCain, of 
Arizona and Democrats John ’Glenn- 
ofiOhio, Donald ’Riegle of -Michigan 
arfd^^lan Cranston of California. 

. jiim the. meetings, the senators 
complained., to the^ regulators^ ^abqut_ 
the|;-length of time spent '•on affr 



!, Dennis.' 
f'DedohcInl / His'-. 
; state.director' ' 
says'peqpleare - 
.•uh'Cwafe'tli'atthe 
: senator-returned 
• money bontrib- . 
uted.by .Charles 
' H Keating. ■ ■ - 


examination of Lincoln- Savings, 
which;., was owned by . Keating’s 
American Continental Corp.. They 
complained ■. that the- ■ examination 
bo'rdered bn harassment and urged the- 
regulators, to charge Lincoln -with ah 
offense or close their books. . 

• -"Lincoln- was -seized , in .April by 
federal, regulators, who now say that 
protecting, -the" failing institution’s 
depositors will cost taxpayers’ more 
than Sl.S billion. 

Crusa said that the decision to buy 
television time was based on the. 
results of a series of focus groups his 
office conducted .in Maricopa County 
earlier this month. He said he is 
surprised and disappointed at what he 
calls the “depth of misunderstanding’- 
of the public. 

Crusa said many people are unf- 
aware that the, senator returnea 
money contributed by Keating and hjs. 
"asssfCiates; ''' • ■ 
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The Phoenix Gazette y'-^" , .'’•'‘•t 

. WASHINGTON The Senhte efttra 
committee has authorized a^.foriiiM. 
investigation to determine whether Jivei 
senators linked to Charles H Keatang^ 
Jr. violated Senateethics rules.'. 

The committee’s special {counsel h'as 
been Ranted authority .'to; '4ubpc«iia 
witness^ "and documents related '^ jtp 
Keating’s' involvement with Sens.-lJohh 
McCain, •R-Ariz.,‘aiid Democrate {Dennis ‘ 
DeConcirii of Arizona, Alan Cransto^^ 
California,’ John Glenn of OhiolahH Ddn; 
Keg B of Michigan. 

'. In a.release issued today,' committe 
'cKaiijmait'Hojvell'Heiflm, DrAIail and 
ranking minority member Warren|Rudy 
man, R-N-H.,’.- eiriphasized {that| l;hei. 
Committee’s decision to proceed to what- 
is known as a preliminaiy inquiry.t’hs 



• The Itole^e stated that the cotomiittoe 
’'hhs taken rib’pomtion as' to'.ithe hie^to 
of {the allegations or the weights 'of the ! 
evidence” coihpilfe'd’to date. ' ' • • j '.‘.t- 

There are three formal s^es- and 
one informal stage in an ethics' comin^V 
tee investigation. In the informal stage'; 
.the committee often tolepto a' sp^tel 
■ coiintol . — > in ‘. this' case*^ Wasiin^h{ 
attorney-’'=R6b'eH* Benhete^ tb( ^iejpi; 
decide 'whiether';to proceed 'to.Hhp ’{first 
fomalstage, the i)relimiha|ry ihqmiy,5-J 
Today’s announcement ’ends* the" 
formal st^e 'of the ethics, 'coihinittee 
• ' See ■ SenatorsI' A-^ ^ 
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probe and prov Jes its counsel with 
some powerfulj investigatory tools 
to see whether the facts merit 
moving on to an initial review, the 
second formal stage. 

The final stage, is a committee 
investigation and can include 
courtroom-type presentations .to 
the committee, typically behind 
closed doors. 

"The bottom line is there is ho 
increase in the, level of suspicion 
implied by-thid step,” said Paul 
Jacobson, ‘ a spokesman for Rud- 
man. "It simpjy gives him the 
authority to go in and look 
around.” 

To date, the committee has 
solicited statements from each of 
.the senators, asking them about 
the contributions they . received 
from the American Continental 
Corp. executive and his associates, 
their attendance at two meetings 
with regulators overseeing Lincoln 
Savings and Loan Association, an 
Americah Continental subsidiary, 
and subsequent contact they had ■ 
with regulators on behalf pf Ke? ' ^ 
ing, American Continental or Li 


coin. 


have 


denied 


All the senators 
wrongdoing. 

Scott Celley, a spokesman for 
McCain, said the preliminary. in- 
quiry phase, which under commit- 
tee rules generally lasts no more 
than. 60 days, . was good .news for 
McCain ."because we are confident 
the committee will find that he did 
nothing wrong and did' not ajjuse 
his office in any way.” ' 

> DeConcini issued a brief st ate- 
ment, saying, "L welcome a thor- 
ough evaluation of the facts, and I 
feel confident that I will be' 
exonerated.” 

■ Murray Flander, press storetary 
to Cranston, told The Associated 
Press the tranrition to a formal’ 
probe "will obviate ahy charges of^ 
whitewash afterward.” I 

Glenn and Riegle could not be 
reached for comment.' - 
The five senators received a, 
total of $1.4 million fromfeeating I 
and his associates and ntet ■with ; 
•relators in April 198l( after 
.eating complained of being ha- 
rassed by thrift examiners. 
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,;rid 

;§mfeg 

iHyXlsa^ / 

and Jerry .Kammer; , ; ,\. ;:-i 

“THeXrIzoha Republic j ; ^ -.jV ' \ . 

j^4i|E^eral vioifi for ■ the ouster . of •. • 

i'^Gharles;H /Seating' Jr. arid - his .management team from 
Am%ican*i ^.Continental • • Corp;, claiming ' * they “ are ; 
MS^trpying financially, .according to a ' ^ 

^;motiori-fil^ in U.S. District 'Courtin Phoehix. 

filed- latC; Friday; the^Jlesolution Trust 
|j|TOrpv;:saysy team should be 

^replac^.^^as soon .'as possible by a court-appoint^ . 

! ‘ trustee;;* 




uauw.,*. . ' ,.,V^ V ^ j- ' 

.Thes'f^eral agency claiihs in its filing that Keating’s : 
I' maij^gers are spending all of American - Continental’s ■- 
>4inpi|ey !tO;‘Ivind|6ate.and protect their;pcrsonal interest”). 
^Tikvjnyriad i lawsuits .and: investigations "connected, to • 
ftKMing’s business. dealings;, 

nirKeiiting,. -American Oontinehtai’s chairman, reactwl 

— 5eeU.S., pa5eAJ? • 


Charles H 
Keating Jr. / .. 
He,his ;■ 
associates and . 
their families ' 
have contributed 
a total of . , 

$1;3' million to " 
,the senators who 
now are being • • 
investigated. 


‘Keating, 5’ 
fbrin^: ethics;ii^^ 


By Ed Foster. ■ 

The Arizona Republic " ‘ .v' 

The'U.S., Senate Ethics Committee announcfed 
Friday that.'it will convene a^fbrnialantiuiry intovthe' 
actions 'pf ’ Arizona' Sens;; John .McCain and' Dpnriis*] 
DeConcini’ and three * other "senators, v^ho are 
accused o£ improj)erly intervening wi(h feden 1* thrift 
regulators in behalf of Charles H Keating Jr.r .4;'"? V- 
In, what it ..termed a. procedurhl* matter,' the 
committee will launch a;‘‘preliminary'*inquiry” into 
whether the senators* misused ' their pfilces to help’ a. 
campaigrixontributor. : • • * ; :4; , *: 

^ Critics have charged that the inteWentioh;delayed 
"ihe government takeover of the Phoehix financier’s 
Lincoln Savings and Loan, driving up the cost of the 
insolveritthrift’s bailout, .'vv'- 

The panel also - announced an' inquiry Sen;' 
Alfohse D*Amatd,.!R-N.Y., who has beeu’a^used' by’ 

- -77 See O’HICS, -p%e. 
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thing in the interests of the company.”' 
He said the company .has - asked a 
Chicago consulting firm to. search for 


from page Al .. • 

.'s *i ' ■ J , 

•^gnly $to ^Jthe . filing late Friday,', 
railing'- it ‘‘a transparent and desperate a -general manager to oversee Amen- 
iaiitcmpt'to sidetrack” three civil suits pan Continental s operations. : . 

".he^has filed' against, the. government Tt'<*fore the eovernment seized Lin- 

•jhrid Hsthriftrregulating agencies. '• : 

a-. “They’re just plain scared of- the 
aiitigation,” said Keating, breaking 


Tscvml months of silence with the 
; press. 

“They’re scared. They’re fright- 
aen^ -They’re scared of the truth. 
^They’re afraid of us in the court- 
;;room.” 

*■ The government is asking District 
ijudge Richard Bilby for a hraring as 
•isoon as possible to protect investore. 
.'and- creditors from having their 
:j money squandered on attorneys’ fees. 

' American Continental is being pro- 
Hected from creditors by U.S. Bank- 
rruptcy Court while undergoing reor- 
i^ganization. 

i: “If- the bleeding is to stop, and the 
^patient is to survive, immediate action 
t'is required,” the Resolution Trust 
'*Corp. said. 

# . Marc Kalish, an attorney represent- 
>Tng the agency, said he hopes Bilby 
•^ill hold a hearing by mid-January on 
<whether!j to appoint a trustee to 
.'^manage nhe Phoenix corporation. 

Keating expressed confidence that 
;Jie; will ie vindicated in court as a 
;• result of the suits he has filed. He said 
•"the suits have taken review of 
iSjimerican Continental’s operations 
^pvit of the hands of federal thrift 
Sjj^egulatdrs, whom he, has accused of 
■^ias and vindictiveness. , • 

•2/i.;^‘The person who has found the 
'wlfticits against us up until now has been 
:'^hd trier and the judge,” he said, 
,':^'feferring to regulators who seized the 
^'pillar of his empire, $5 billion Lincoln 
ISavings and Loan, on April 14, a day 
3aftef American Continental filed its 
^Jfchapter 11 bankruptcy petition. - 
*;'.-t‘For the first time ever we. are 
^finally getting, to the position where 
«W,e-have a completely unbiased and 
^aif tribunal,” Keating said. - 
5*, 'Keating said that in order to 
^preserve the corporation’s assets, he 
^intends to take' a $l-a-year • salary 
r.beginning Jan. 1. He was earning 
'^arout $3 million a year in salaries and 
-^bnuses until the bankruptcy filing, 
his salary was reduced . to 


Fefore the government seized Lin-, 
coin, the company and its subsidiaries 
had about -2,500 employees ■ -and- 
$6 billion in assets. ’ j 

Currently it has about 75 emplby-J 
eeS and $87.4 million in assets, '\all of it I 
real estate. Lincoln Savings had II 
accounted for most of the corpora- 
tion’s assets. “ 

• Donald Gaffney, an attorney repre- 
senting the Unsecured Creditors Coni- 
mittee, a group of American Conti- 
nental cr^itors, said he does not 
think the federal agency’s allegations 
provide grounds for the .appointment 
of a trustee. The request for a trustee, 
is the agency’s attempt to cripple itsj 
opponent in litigation, American Con-- 
tinental, Gaffney said. 

But Kalish, representing the- 
agency, said the action is necessary, in] 
part, because the committee “hasn’t! 
done anything” to protect the credi-: 
tors. . . 

■ The government’s motion claims 
that American Continental has made 
no progress toward reorganizing its 
finances since June, when Keating 
presented an initial plan to pay back 
creditors over 14 years. i 

Instead, Keating’s management isj 
- pursuing “expensive litigation of ques-j 
tionable” benefit to the company’s! 
creditors and investors. The company! 
is spending more than $1 million a; 
month on attorneys’ fees in the rases. ; 

The Resolution Trust Coib. hasj 
filed a $1.1 billion civil rackeleeringi 
lawsuit accusing Keating andVeom-, 
pany insiders of siphoning Lincoln’s, 
money for personal gain. 

The company is in danger ofi 
running , out of cash by April, \ 
according to the Resolution Trust. 
.Corp. Ronald Wamicke, the court;ap-; 
pointed examiner in the American | 
' Continental bankruptcy case, has said j 
the corporation could run out of cash 
by the end of January. 

In addition to the racketeering suit, 
there are at least five investors’ 
lawsuits against American Continen- 
tal’s executives and its attorneys and 
accountants; a. congressional .investi- 
gation; state and federal grand-jury 
and probes by the 


investigations; — r - 

JO a year.’, ; *-~Seeusities and Exchange SeRnnisSlon, 

sr. ivefting said’ he wanted to take the the 'U.S. Justice Department and the 
iipmiijal salary -“in order to provide aii Federal Election Commission. 
'Example and -to’ do what is the best.^V:—^ — ^ 


Ethics paiiei plans foraial probe of 5-^nators 

- ” ‘ Ml . a JL ■ . . n. ?i ■ . * I- ft , 


— ETHICX from page A 1 

a political opponent of improperly 
helping contributors get federal hous- 
ing money. ’ * ‘‘ 

The committee said the preliminary 
probes do hot mean that the panel has 
taken positions; on the allegations. 

“The decision to proceed by pre- 
liminary inquiry in.. each of these 
matters, is ; being '"'undertaken for 
proc^ural reasons only” a statement 
said. I 

“The committee wishes, to stress 
‘that in has taken no position as to the 
merits of the allegations or the weight 
of the evidence.” • ‘ 

A prelimina^ inquiry is the first of 
three steps the. committee can -take; 
The two others,, in ascending impor- 
.taiice, ‘ are. ah Vinitial review” and a 
full-scale investigation. 

In addition to McCain and DeCon- 
, cini, ' ^e ; other members of 
so-callm Keating Five are Sens. Alan 
Cranstdni.^D-Calif.; John Glenn, D- 
Ohio; apd Donald Riegle, D-Mjch. 
The senators have denied any 


impropriety, saying they simply got 
involved for a constituent. 

DeConcini said Friday .that the 
committee was required to formalize 
its probe. 

“They must do what they are doing 
now whenever somebody requests ah 
..investigation,” he said. . 

“Common Cause requested' an 
; investigation of all five senators.” 

Cqmmon Cause is a government- 
watchdog group. 

" No one answerdJ the phone at the 
Ethics Committee’s offices Friday, but 
the panel’s statement said it voted to 

* conduct preliminary inquiries upon 
the recommendations of special out- 
side counsel. 

DeConcini added that he looks 
forward to the investigation. 

.“I welcome a thorough evaluation 
of the facts,” DeConcini said. “I feel 
we will be exonerated.” 

•^M cCain dnd Cranston were un- 
: available for comment Friday. Their 
.spokesmen said the lawmakers expect 
to be exonerated. Riegle’s press aide 

• did not return calls, and the senatorial 


offices of Glenn and D’Amato were 
closed for the holidays. 

In November, the Ethics Commit- 
tee hired Washington att 9 rney Robert 
Bennett to look into a complaint by 
Common Cause that.the five senators, 
misused their offices in > Keating’s 
behalf.. The senators have received a 
total of $1. ’3 million in contributions ' 
from Keating, his associates and their 
families. !' ; . 

The committee said in its statement ; 
Friday, “Fairness to . all concerned 
requires a thorough arid complete ‘ 
review of. all relevant facts and 
circumstances. . .. ; 

“Therefore, the committee, upon, 
the recommendations of special out- 
side counsel, has voted to- conduct 
preliminary inquiries regarding these 
matters.” ’ . 

At issue is the senators’ involve- 
ment in two meetings- that were held 
in DeConcini’s office in April 1987.“ . 

The first, on April 2, involved all of 
the senSt'ors; “Except Riegle;' and 
Federal .'Home Loan Bank Board 




Mi 

* d* 


Chairman Edwin Gray. The Second 
took place a week later with all five 
■ senators and San 'Francisco regulators 
who were.; probirig ^ Lincoln’s 
operations. ; The J thrift is ‘ based u\n 
Irvine, Calif. • ■ ^ • 

^' TKe unusual sessions;^ were held 
, after Keating complained to :the ' 

‘ senators- that his thrift was the victim 
of a “vendetta” by the bank board, 

• ‘ Gray has testified before the Housri' 
Banking . Committee that the j first 
meeting included an effort.'by DiCon- 
cini to cut a deal for Lincoln in which 
the thrift would change its. way- of ^ 
doing business ,if the bank board ' 
would scrap a .'rule^ . limiting’ ' the 
high-risk Invesfmentsr in ‘which Lin- 
coln specialized! ! ‘ 

, DeConcini ' has denied /that offer 
took place, and the other senators 
have said they do not remember such 
a deal being suggested. . t**;' ‘ 

. Lincoln 'was seized by the federal 
government in April. ^ The co:t ;of 
bailing. 6iiU4hcHnsolvent thrjft is ] 
expected to be as much as $2 billipn.'’^ 
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Regulators blamed for $2 billion loss 


By Jerry Kammer 

The.Arizona Republic - 

Under attack by federal regulators 
who. accftse him of looting, Lincoln 
■Savings and Loan, Charles H Keating 
Jr. now contends that the government 
is doing tne same thing. 

Keating is blaming regulators for 
an estimated $2 billion in losses at 
Lincoln,' clairhing that the regulators 
drove the thrift into .the ground with a 
calculate program ofharassment and 
vendetta. • ' • 

The allegations are contained in a 
138-page report .prepared for the 
federal Bankruptcy Court in Phoenix 
by attorney's for Keating’s American 
Continental Corp., which is undergo- 
ing reorganization while being pro- 
tected from creditors by the Bank- 
ruptcy Court. 

T1 e report claims that regulators’, 
incoi ipetence and pettiness destroyed 
Lincwln, not insider fraud as the 
government alleges in its. $1.1 billion 


civil-racketeering sujt againsi, Keating’ 
and his business associates. 

The report also attacks the media 
and the House Banking Committee, 
claiming that .they , distorted the 
significance of Keating donations to , 
five U.S. senators wHo interyened with [ 
federal regulators on his. behalf. ‘ | 
Keating is chairman of Phoe-l 
hix-based American Continental' 
'which operated Lincoln ur#>the ' 
thrift was seized in April by ’regula- 
tors, who said it was unsafe and 
unsound. A projected $2 billion tax- ’ 
payer bailout would make- it .thej 
costliest failure in the savings and loan 
debacle. ' - • , ' 

Keating .claims that the seizure of’ 
■ Lincoln was illegal and is suing to 
regain control of the thrift. 

The American Continental repoij. 
accuses regulators, of targeting Keat 
ing for harassment because of his’ 
resistance to changes in federa, 
— See KEATING, page A5 
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KEATING, from page A 1 - - received large campaign contributions 

. from Keating. Their relationship with 
regulations governing thrifts. . Keating is being investigated by the 

■ After seizing Lincoln, regulators ■ Senate Ethics Committee.' McCain is a 
followed “a plan to reduce the value Republican; the others are Democrats: 
of Liifcdln’s ^sjets” to justifjr the The feport claims that thft media 
seizureWhile increasing the cost of the 'and the House Banking 'Committee 
federal pallout', the report charges. - “seem now to be eager” to fi^d that 

-“In late 1988, philosophical and the contributions “were somehow 
political goals and/or vengeance over- " sinister, calculated to compel senators 
came ' whatever buriness sense the ’ to attempt to influence improperly the 
regulators possessed,” the report char- (regulators).”, 
ges. “They barred any skilled manage- • But it adds, “there is, of course, 
ment of Lincoln’s assets.” nothing .improper about a constituent 

■ The report claims that- regulators,' raising issues of possible regulatory 

because of their “deficient business impropriety, .with elected representa- 
analysis,” are planning to sell the tives, and the inference that lawful 
thrift’s jproperties at pricb below thar contributions compel men of integrity 
true value. to act otherwise is simply unjustified.” 

Karl Hoyle, spokesman for the U.S. The report also contends that 
Treasury Department’s Office of allegations in the government’s racke- 

Thrift Supervision,' defended the sei- teering lawsiiit “merely rehash further 

zure of Lincoln as “necessary . to the allegations of the various (regula- 

protect the federal insurance fund” tors’)' examinations” of the Irvine- 

• that safeguards thrift deposits. ^ Calif.-based thrift that ^vested 

“The purpose of the seizure was to heavily in undeveloped rral| estate, 

remove those* who were dissipating junk bonds.and stocks. • I 

’ Lincoln’s assets,” Hoyle said. “That is ' The report also claims tha mid- 
■ why 'We took it from Mr. Keating.” summer news stories about the im- ; 
• Hdyle said that regulators have pending -lawsuit, which' was filed, in 
been criticized harshly for not' seizing September, demonstrate that the suit ; 
LinedW sooridr.'"' ' ' ' ' “has served • the purposes of the. 

' The American Continental report federal regulators less as .a lawsuit ' 
contends the furor over the interven- than as a vehicle and excuse for 

tion of the five senators with federal publicly pillorying defendants, humili- 

thrift 'regulators is exaggerated. . ating them and their families, and 

- TChe senators," John McCain and permitting the .media • to act as 
Deiliis DeConcini.of Arizona, .Alan '. billboards for the federalregHbtors’ 
Cranston of California, John.GleiK-sf'"''^ampaign of harassmetiTmid innu- 
Ohi^ and Donald Riegle of Michigan, en’do.” v • 


» Tiwt- »-r';-»»jrrAi*’, wu, <•?*“* *: 




•{(■ . Keating;; after 


■ l-iia c«\/c-‘ H^\7AKe^ sait:.against.:the'U:S.:;govei»ine^^^ told. 

n© Sa,)rS/._reVeiiSing -'t, reporters‘.‘:he;- -attempt ,U>.. 

'StQX0|Tl©ntS'-'^OT t'Oy^' ''r •■ .^sociates; dohated more' than ;$!• 


; eluding Arizona Sens;, jaiid ' : • '< Keating would -not;c^^ furtlieri. ' 
Dennis DeCfoncini; . making.v- a Sharp ;;but^appearing laterion'CNN’s; "Moneys' • 
reverb of statemenis heWade neacly-a,' 'line;”: he ;^id his '^ohtrbversial,- stat^ 
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Keating’s defense was the 
strongest he has made in public 
since the' government seized Lin- 
coln. He said that the thrift was 
being operated by the government 
“in an unsafe and unsound” man- 
ner. Keating said on television and 
in the court that Lincoln was 
singled out because of its non-tra- 
ditional investment activities. 

"The government comes in, con- 
fiscates the S&L, sits on the assets 
and everything deteriorates,” he 
said. "This is an Alice in Wonder- 
land situation.” 

Earlier in the day, a confident 
Keating concluded his testimony 
before a federal judge by saying he 
found the government’s case 
against his operation of Lincoln 
Savings "lacking — as I expected I 
would,” 

"To me, it’s obvious that they 
have not made a case,” Keating 
told reporters Friday outside U.S. 
District Court. “Our turn how 
starts.” 

Keating was testifying Friday in 
a preliminary hearing on his 
lawsuit against the government 
that seeks to repin control of the 
thrift. The hearing is for the judge 
to determine if there is enough 
evidence to have a trial. 

Lawyers for the Office of Thrift 
Supervision plan to call as a final 
witness an accountant who exam- 
ined Lincoln. Then Keating’s team 
of lawyers is to present its case. 

No date has been set for contin- 
uation of the hearing. 

Keating’s lawyers said it would 
take at least eight days to present 
their explanation of why Keating 
believes regulators acted "arbi- 
trarily and capriciously” when 
they took over Lincoln. 

During his second day of testi- 
mony, Keating told U.S. District 
Judge Stanley Sporkin that Lin- 
coln and its parent company were 
singled out for harassment by 


regulators who he claimed ruined 
what had been a profitable thrift. 

“We were making money, big 
money. It was a profitable associa- 
tion right up to the end,”' the 
Phoenix developer said. "Had they 
left us alone, we, in my opinion, 
would still be making $100 million 
a year.” 

Keating is challenging the gov- 
ernment’s decision to seize .Lin- 
coln, an Irvine, Calif., thrift, on 
April 14. Federal regulators 
claimed Keating was operating the 
thrift in an "unsafe and unsound” 
manner by using it as a source of 
cash for his real estate empire and 
his own enrichment. 

During an exchange with Spor- 
kin, however, Keating described as 
"garbage” and "fiction” the case 
used by regulators to persuade the 
Federal Home Loan Bank Board to 
seize the thi'ift. 

"The power of the FHLBB is 
awesome,” Keating told Sporkin. 
"When you didn’t comply, you 
became subject to an audit. They 
did come in and, basically by fiat, 
ruin your balance sheets.” 

The FHLBB is now the Office of 
Thrift Supervision. 

Despite Keating’s protests, a 
skeptical Sporkin said he was 
awed by the developer’s ability to 
persuade the bank board in 1986 to 
move their examination of Lincoln 
from San Francisco to Washing- 
ton, D.C. 

The transfer came under sharp 
criticism last year by the House 
banking committee and its chair- 
man, Rep. Henry Gonzalez, D- 
Texas, who said the two-year delay 
that resulted in the closure of 
Lincoln would cost taxpayers an 
additional $2 billion. 

Keating maintained the San- 
Francisco regulators, who recom- 
mended in 1986 that the thrift be 
seized; were so antagonistic toward 
Lincoln that he personally ap- 



pealed to then-bank board chair- 
man M. Danny Wall to transfer 
the exam. 

“I was rankled and said, 'Hey, 
.get us a fair forum,”’ Keating 
said. “I was personally and di- 
rectly and keenly aware that 
unless we got away from the 11th 
District (the San Francisco region 
of the bank board) ... we could not 
possibly continue to operate.” 

Sporkin, a former Secui’ities and 
Exchange Commission enforce- 
ment chief, said the bank board 
was "very generous” to Keating. 
"You’re lucky I wasn’t at the SEC 
when you made those requests,” 
the judge told Keating. 

"You would agree that’s an 
unusual action taken by the 
board,” Sporkin said. 

Keating insisted the board’s sole 
mission was to seize Lincoln. 

"In my view, the new exam was 
ordered because the conclusions of 
the preliminary exam were not 
sufficient for them to take Lincoln, 
which is what they wanted to do,” 
Keating said. 

The developer, who appeared 
calm during an entire day’s worth 
of testimony, said American Conti- 
nental Corp., Lincoln’s parent 
company, tried to comply with 
regulations but was ignored by all 
but a handful of regulators. 

Also Friday, government attor- 
neys claimed that American Conti- 
nental chief financial officer An- 
drew Liggett was warned in 1986 
by the company’s outside account- 
ing firm, Arthur Andersen & Co., 
that a tax-sharing agreement be- 
tween Lincoln and American Con- 
tinental might be improper. 

The agreement is the center- 
piece of the government’s case, in 
which it claims Keating used the 
agreement to illegally siphon $94 
million from the thrift. Keating on 
Friday denied that allegation, say- 
ing he believed the agreement was 
only a "housekeeping measure.” 





relations 

DeConcim tells 
‘his S&L ^tory; 
In Surprise 

•ByJfiNNIPEItARP 
'Daily News*Sim staff 

SURPRKE — Arizona i^n. 
’Deiuiis DeConcim’s strategy to 
.beat an ethics rap in the Keat- 
ing affair, was unveiled during 
an appearance Monday that 
resembled a closing argument in 
coiu*t. 

In a 45-minute ! presentation 
.at the Sun Ridge Re<^eation 
Center, the Tucson senator 
steadfastly denied - he was im- 
duly influenced by Phoenix 
. businessman Charles Keating 
.Jr, 

> “I resent the accusation that I' 
See Few, A4 



News-Sun photo by TBo 

MAtCING HIS CASE — Senator Dennis DeConcInl defends his Involvement In the Lincoln 
Savings and Loan controversy Monday at Sun Ridge In Surprise. A small crowd attended 
the noontime conference. 
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Few attend DeConcini 


S' 




— ^om, A1 
intervened because' Keating 
gave me money,” the senator 
said, referring to a. meeting he 
and four other senators had 
with federal regulators auditing 
Keating-controlled Lincoln Sav- 
ings & Loan Association. 

The April 1987 meeting has 
Drought ethics probes' of the 
senators’ actions. The meeting 
between regulators and legi- 
slators preceded the government 
seizure of Lincoln Savings and a 
federal fraud and racketeering 
lawsuit against Keating. 

“I say that the regulators are , 
pointing a finger at the political 
figures,” DeConcini told about a 
dozen people on^ hand for the 
presentation, which included a 
historical look at the senator’s 


association with Keating dating 
to 1981 and exhibits of letters, 
press statements and house 
banking committee testimony. 

The presentation was one df 
many DeConcini ' has planned 
throughout Arizona this month 
to salvage what he considers an 
“impugned” reputation. 

“fri my opinion, in my value 
system, there’s nothing more 
important than my reputation 
and my family,” DeConcini said, 
explaining why he intends to 
spend thousands of dollars on an 
advertising campaign to con- 
vince the public his actions on 
behalf of Keating were neither 
illegal nor unethical. 

“I stuck up for an Arizona 
constituent as I have done timo 
and again. That’s what I do as 


your senator,’’ he said. 

At the close of the presenta- 
tion, several audience members 
sided with DeConcini and 
agreed with his contentions that 
federal regulators ultimately 
are to blame for Lincoln’s col- 
lapse at a potential cost to tax- 
payers of $2 billion. 

. Earl Bowers of Glendale told 
DeGoncini he is disturbed by 
^tements that former chief 
thrift regulator Edwin Gray 
made to the news media re- 
garding the Lincoln inter- 
vention. 

‘Tm confused as to what side 
of the mouth he’s talking , on,” 
Bowers said of Gray. 

DeConcini speculated a 
“besieged” Gray is looking for a 
scapegoat to, justify his own 



failings.' 

“He (Gray) was the mah-ln 
charge. He .could- have shift 
Lincoln down,” the senator said. 

BowerS) a veteran, also than- 
ked DeConcini for his assistance 
in resolving A personal “feud” 
with the federal bureacracy in 
an. insurance - matter involving 
his wife., • = ' - 

DeConcini said during his 13 
years in office he and his staff 
have come to the aid of 76,000 
Arizonans like Bowers, the vast 
majority of whom- were not con- 
tributors. . ^ 

“I haven’t won them all, but 
'we’ve done it,” he said. . 

Beth Stuart Neiunanu' of Sun 
City, who described herself as a 
lon^ime DeConcini supporter, 
told the senator she hoped the 


Kekiing issue woul(^At di 
courage him -from seeking r 
election in 1994i “We need yt 
in the;Senatej” she said. • 
DeConcini, -siaid ■ he' does n| 
yet know whether he will ^ 
another terin.- ■ > i- 

Addressing other mhtters d 
the forefront, nationally^ Dej 
oncini Said: 

■ • The U.S. Na'vy is condtt( 
ing routine exercises off t 
north coast of South Americ 
although on a “sustained” bat 
in the event Colombia and oth 
countries ravaged by illeg 
drag trade- •will request logi 
ical and intelligence gather!: 
support in the drag wm^ 

“E they want oxiflpilp, 
ought to be prepared TO give] 
to them,” DeConcini ,said- 
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Lincoln 


Senator defends self 
while traveling state 

By Chris Knap 
The Register 

For Sen. Alan Cranston, Lincoln 
Savings & Loan is the problem that 
will not go away. 

As he crisscrosses the state this 
month, seeking to re-establish his 
credentials as a leader on national 
issues, his involvement in the col- 
lapse of the Irvine-based thrift con- 
tinues to bedevil him. 

Monday, in Marin County, 
schoolchUdren at Davidson Middle 
School asked him to explain. Later 
that day in a forum on women’s 
issues at San Rafael City Hall, a 
man who would identify himself 
only as “not in politics’’ also de- 
manded an explanation. 

“I think that somewhere down 
‘^the'line, you’re going to have to 
respond to the American public as 



Sen. Alan Cranston 

Coming to OC today 


■ PICTURE: How the Cranston- 
Keating relationship unfolded/4 

to why you continued to stay in- 
volved with (Lincoln owner) 
Charles Keating,” the man said. 

Alan Cranston accepted nearly 
$1 million from Keating for his re- 
election campaign and other politi- 
cal causes. Eight times, he called 
or met with federal regulators to 
discuss Lincoln Savings & Loan. 

Please see SCRUTINY/6 
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TEe bond holders and many long- impropriety/* he said. advance liberal causes: abortion 

time Cranston supporters are an- That is a view that some Cran- rights, nuclear disarmament, a 
gry at the senior senator for his ston supporters don’t share. ban on offshore oil drilling, dedica- 

involvement in the case. Even ‘‘Alan’s been terribly hurt by tions of huge sections of desert to 
those who believe he has done no even appearing with the other sen- the national park system, 
wrong say his career has been bad- ators,” said former California But to liberals who prefer not to 

ly damaged. Gov. Edmund G. “Pat” Brown Sr., think about the role of money in the 

Now Cranston, 75, a champion of ^ longtime Cranston ally. political system, the Lincoln case 

liberal causes through four US Sen- “(Cranston should) weigh very came as a shock, 

ate terms, is having to answer the carefully whether to run again,” “Voters avert their eyes from 
questions he had hoped would go said Rep. Nancy Pelosi, D-San the blunt truth,” Haas said. “Then 

away. He schedules community fo- Francisco, a former director of they are disappointed when some- 

rums on toxic pollution, offshore Cranston’s voter-registration one is exposed as having done this 
oil drilling and abortion rights. But drive. in the grand style.” 

the reporters — and invariably, Lu Haas, a long-time Cranston Between 1985 and 1988, Cranston 
someone in the audience — wants strategist who served as the sena* collected from Keating and his as- 

to know about Lincoln. tor’s press secretary from 1969 to . sociates at least $35,000 in cam- 

Today, Cranston visits Orange 1981, is convinced Cranston did no paign contributions, $850,000 for 

County to discuss open space, the wrong. But he reports, sadly, his voter-registration efforts and 

homeless and women’s issues. One “Some of his old friends are abso- $85,000 for the California Demo- 
woman who has become an unoffi- lately disturbed by this.” cratic party’s statewide efforts, 

cial leader among those who lost As a former political insider, '1 don’t think any politician can 
money at Lincoln has promised to Haas believes he sees the situation take $850,000 from a developer and 
picket. clearly. then do favors for him and not ex- 

„ “If there’s a right or wrong in pect eyebrows to be raised,” Haas 

liiarlier this week, in a Volks- situation, I think it’s in the sys- said. “It’s an enormous amount of 
wa^n van bobbing over ILghway ^em. It’s not in what Alan actually money.” 

101 between Sausmito ^d San Ra- Money is corrupting the sys- And there are other, similar 
tael, Cranston talked with a Regis- tern, not in the sense of bribes, but cases in Cranston’s record, al- 
ter reporter. that to become an elected official, though not on such a scale. 

Interventions by him and four you have to become part of the big Between 1986 and 1988, for in- 
other senators on behau of Keating money machine. That, per se, is a stance, Cranston collected more 
had no effect on the decisions of corruption.” than $50,000 from Drexel Burnham 

j violated no Cranston has always courted Lambert and its junk-bond chief, 
ethical rules of conduct. In short, wealthy donors — virtually every Michael Milken. Much of the moh- 
he may h^e ^nde a political mis- federal politician does. ey went into the voter projects, but 

take, but he did nothing wrong. Haas even chuckled at the prac- Cranston collected $4,000 in hono- 
“When I get the facts through the tice, describing “a sort of ' Robin rariums in 1986 and 1987, according 
press to the public I think the peo- Hood effect” from Cranston taking to public-disclosure forms, 
pie of California are very fair and huge sums from wealthy conserva- In January, Cranston wrote the 
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sion, asking the agency to drop its 
demand that Drexel move its junk- 
bond department from Beverly 
Hills to New York. After the lobby- 
ing by Cranston and other con- 
gressmen, the SEC did so. 

The senator’s Washington 
spokesman Murray Flander de- 
scribed the letter as “an effort to 
keep a local business here in Cali- 
fornia.” 

“Alan Cranston has finally been 
exposed for something he has been 
doing all along,” Orange County 
Republican Party Chairman 
Thomas Fuentes said. “For years 
he has maintained a liaison with 
special interests on particular is- 
sues whereas overall his votes 
have been anti-business and pro- 
liberal.” 

Cranston does not deny that he 
solicited money from people with 
different political agendas. 

“I live in a state where it costs 
more to run than anywhere. else in 
the country,” he said. “In the last 
race I had I set a record for what a 
Democratic candidate has raised, 
over $13 million, and I still got out- 
spent by my opponent (Ed 
Zschau), who raised $15 million 
plus. 

“It’s a very unpleasant situation, 
and it leads to suggestions of im- 
propriety, even if there are no im- 
proprieties committed. I worked to 
change this system-long before this 
incident arose.” 

Cranston calls intervention with 
federal officials “constitutent ser- 


vices,” and says he has helped 
thousands of people — contributors 
and non-contributors — in similar 
ways. 

“I help anybody that seems to 
have a legitimate problem with the 
government,” he said. 

Cranston said Lincoln had more 
than 700 employees and 140,000 de- 
positors. 

“You can’t ignore it when some- 
body with that big an operation 
says he’s got an unfair problem,” 
he said. “If I took the position that 
because somebody has contributed 
to me I can’t lift a finger for them, 
even if they seem to have or may 
have a just case, I would not be a 
very worthy senator. Out of politi- 
cal cowardice, I would avoid tak- 
ing a look at the (complaints) of a 
constituent that seemed to have 
some difficulties — I’m not going to 
ever take that wimpishlike posi- 
tion.” 

But Sherry Bebitch Jeffe, senior 
political scientest at Claremont 
Graduate School’s Center for Poli- 
tics and Policy, said Cranston’s ac- 
tions cannot be excused as part of 
the system. 

“Ifhas always been the case that 
some constituents, mostly large 
contributors, are more equal than 
others. But ... what Cranston did 
for Keating is not the same as help- 
ing an old lady cut through red 
tape,” Jeffe said. 

Shirley Lampel, of Tustin, a wid- 
ow who is losing her sight to diabe- 
tes, agreed. 
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Lampel, 58, took $30,000 from her 
husband’s life insurance settle- 
ment out of a savings account and 
purchased junk bonds at Lincoln, 
chiefly for the monthly income 
they promised. She thought it was 
guaranteed. 

“I trusted the FSLIC (federal de- ' 
posit insurance sticker) on the 
door of Lincoln Savings,” Lampel 
said. “I was cheated. This Keating 
took my $30,000 and he was off. But 
Charles Keating could have never 
done what he did without Cranston 
and the help of the four other sena- 
tors. 

“They opened the hen-house 
door to this fox.” 

As Cranston has traveled the 
state this month, he repeatedly has 
said he will run for re-election in 
1992. 

“I believe that the people who 
have been with me will be with me 
when the election comes. And it’ s' a 
long way off, fortunately.” he said. 

Lampel is doing everything she 
can to ensure that does not happen. 

“I have been Paul Revere-ing 
this story. Whoever I can tell, I do. 
As long as I have someone who will 
drive me, I will be there with my 
picket sign wherever Alan Cran- 
ston appears. 

“He can run for president or for 
dogcatcher — but he’ll never be 
elected.” 
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